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NYK GROUP MISSION STATEMENT

Core Philosophy

Through safe and dependable monobakobi (transport), we contribute to the 7

betterment of socicties throughout the world as a comprehensive global logistics N A K LOG'STICS
& MEGACARRIER

enterprise offering ocean, land, and air cransporearion.

Management Policy
TOGETHER WITH OUR CUSTOMERS

Through the use of our extensive skill and expertise and by congidering cach

business site to be of utmost importance, we always work o create new value so

that our customers will consider us a trusted and reliable parener.

TOGETHER WITH QUR SHAREHOLDERS AND INVESTORS

We aim to enhance our corporate value by being financially responsible and by
¥ £ } I ¥

conducting buiness activities in an open, honest, and transparent fashion.

TOGETHER WITH SOCIETY
As a good corporate citizen, we positively take on the tough issues thar challenge
our society, such as concerns involving the preservation of our natural

environment, as we work for the beuerment of the world that we inhabic.

TOGETHER WITH ALL STAFF MEMBERS IN THE NYK GROUP

As a global enterprise that has the ntmost respect for diversity in the workplice
and the spirit of challenge, we emphasize che development of employee mlents so
that all seaff members can take pride in their work and evenrually fulfill their

L]l‘l.‘llll'lh.

CAUTIONARY STATEMENT WITH REGARD TO FORWARD-LOOKING STATEMENTS

Certain of the statements made in this annual report are forward-looking statements, which involve certain
risks and uncerwinties that could cause actual results to differ materially from those projected. Readers are
cautioned not 1 plice undue reliance on these forward-looking statements, which are valid only as of the date
thercof. NYK undertakes no obligation o republish revised forward-looking statements 10 reflect events or

circumstances afier the date thereaf or 1o reflect the occurrence of umanticipated events.
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* September 3, 2007

NYK Successfully Tests Connection to New Shoreside Electric Power Unit

Nippon Yusen Kabushiki Kaisha (NYK) announced today that its soon-to-be-delivered
8,600 TEU containership has successfully tested its connection with a newly introduced
shoreside electric power unit* that will supply a ship with electric power directly from
land. This containership will be delivered at the end of September at the Aioi Shipyard
of I[HI Marie United Inc.

NYK previously made the decision to equip all the large containerships the company

operates with these environment-friendly shoreside electric power units.

At the port of Los Angeles, NYK Atlas, an NYK containership operating between Asia
and the West Coast of North America, is currently participating in a testing program of
its electric power unit. However, the unit on NYK At/as differs from the one being
placed on new ships and those currently in service. The new unit will actually be a
modified container set in a rear corner cargo space, thus allowing for this modification
to quickly take place on ships currently in service without the need for any major

renovation.

This series of eight new 8,600 TEU ‘containerships will also be equipped with
electronically controlled engines and leak-preventing hulls. NYK will continue to make
environmental concerns its top priority by striving to develop and make use of

environmentally consciousness engineering and equipment.

*Shoreside Electric Power Unit

This technology allows a vessel to shut down its onboard diesel power generators while
at berth and connect directly to more environment-friendly shoreside electrical power.
Utilizing shore power while at dock almost eliminates the vessel's emission of gases
containing pollutants such as carbon dioxide (COq), nitrogen oxide (NOx), sulfur oxide

(SOx), and particulate matter (PM).
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About NYK

Nippon Yusen Kabushiki Kaisha is one of the world's leading transportation companies.
The NYK Group operates approximately 740 major ocean vessels, as well as fleets of
planes, trains, and trucks. The company's shipping fleet includes around 140
containerships, 270 bulk carriers, 50 wood-chip carriers, 110 car carriers, 25 reefer
carriers, 70 tankers, 20 LNG carriers, and three cruise ships. NYK's revenue in fiscal
2006 was $18 billion, and as a group, NYK employs about 48,000 people worldwide. The
company has offices in 240 locations in 27 countries, warehouses in every continent, and
harbor operations in Asia, North America, and Europe. NYK is based in Tokyo, and has
regional headquarters in London, New York, Singapore, Hong Kong, Shanghai, Sydney,

and Sao Paulo.
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September 7, 2007

NYK Again Selected for Dow Jones Sustainability World Index

Nippon Yusen Kaisha (NYK) has once again been selected for the Dow Jones
Sustainability World Index (DJSI World), one of the major indexes for socially
responsible investment (SRI). NYK has been a part of this index for the past five years.

The DJSI World is a global stock index for SRI, and was developed jointly by Dow Jones
& Company, a U.S.-based publisher of business and financial news and information, and
the SAM Group, a Swiss-based company that conducts assessments on corporate
sustainability. This year, 318 companies were included in the DJSI World.

This index is regarded as an important benchmark for investors who are concerned
about corporate social responsibility and corporate sustainability. In addition, because
the companies selected for this index is included in the portfolios of SRI funds and

environmental investment funds, this index attracts the attention of global investors.

About NYK

Nippon Yusen Kabushiki Kaisha is one of the world's leading transportation companies.
The NYK Group operates approximately 740 major ocean vessels, as well as fleets of
planes, trains, and trucks. The company's shipping fleet includes around 140
containerships, 270 bulk carriers, 50 wood-chip carriers, 110 car carriers, 25 reefer
carriers, 70 tankers, 20 LNG carriers, and three cruise ships. NYK's revenue in fiscal
2006 was $18 billion, and as a group, NYK employs about 48,000 people worldwide. The
company has offices in 240 locations in 27 countries, warehouses in every continent, and
harbor operations in Asia, North America, and Europe. NYK is based in Tokyo, and has
regional headquarters in London, New York, Singapore, Hong Kong, Shanghai, Sydney,

and Sao Paulo.
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" September 14, 2007

NYK Improves Device for Removing Particle Matter

from Marine Engine Exhaust Gas

Monohakobi Technology Institute (MTI; head office: Tokyo; president: Yutaka
Yasunaga), an NYK affiliate, has applied along with Daiwa Kogyo Co. Ltd. (head
office; Amagasaki City, Hyogo; president: Kenji Nakajima) for a patent on a newly
developed device for removing particulate matter (PM) from the exhaust gas of

generators powered by diesel engines.

Shipboard diesel-powered generators provide power for ship operations and cargo
handling. This newly developed device removes PM contained in the exhaust gas
emitted by the generators.

The existing device was improved through extensive shipboard performance tests in
2003 on 800 kW class diesel-powered generators installed on NYK’s car carriers, and
tests in 2006 on 1,200 kW class diesel-powered generators installed on two newly built
car carriers. The company also conducted a duration test on the disposal of exhaust gas

from burning class-C heavy oil.*

The newly improved PM-removing device, which removes twice as much PM from gas
emissions as the conventional device, will be installed on two new car carriers to be
completed in September and October by Shin Kurushima Dockyard Co. Ltd. (head
office: Tokyo; president: Takamichi Kawakami).

The new PM-removing device also has an improved internal structure, making the
device more compact, and reduces PM emissions from burning class-C heavy oil, which -
is typically used in marine engines, to less than 40 percent of previous levels, the target
set in Japan by the Environmental Quality Standards for Air Quality.** The cleaning of
dust-collecting filters has also been automated in the device, effectively reducing

maintenance time.

NYK will continue to proactively pursue new technologies for its carriers, and strive to
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continue to develop advanced environment-friendly technologies.

* Class-C heavy oil is used in diesel generators on board vessels. Oil is classified into
three classes, A to C, based on increasing viscosity, with class C having the highest
viscosity. Class-C oil is mainly used in shipboard diesel engines or power generatots.

** Established in 1968, the Environmental Quality Standards for Air Quality apply to
five kinds of pollutants from land-based equipment: soot/smoke, volatile organic
compounds, dust, hazardous air pollutants, and car exhaust emissions.

»  Summary of PM-removing device
Specifications: for class-C heavy oil (380 cSt) and 1,200 kW class diesel-powered

generators
Treatment capacity: approximately 8000 Nm’/hr for each of the two devices

Dimensions: 1,300 mm (approximate width) X 1,200 mm (approximate length) X 2,600
mm (approximate height)

Capacity for removing PM: reducing the density of particle matter (PM) within exhaust
gas to 0.03~0.04 g/m°N

* Appearance

1190

D) ]
b==| p
e T
et - 1280
: 'ﬂL 1280 L -
3 N TS ) [
— 3 | PN Bl 1P
E——ﬁ & Ty 1’_? EE: (11:) @ 1]
1] e ).
i\ ofo] s =2
ﬂ?._:==£a =f'-1 1R A-: 8 _if
1
7
- =

Left, device installed in March 2003 for test trial (for 800 kW class diesel-powered
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generators)

Middle, PM-removing device installed in 2006 (able to dispose of emission gases
generated from one 1,200 kW class diesel generator)

Right, improved PM-removing device this year (one device can dispose of the
emission gases generated by two 1,200 kW class diesel generators)

Inquiries may be directed to the following individuals:

Masaya Sato

Daiwa Kogyo Co. Ltd.

Address: 3-11-21 Tsugiya Amagasaki-shi, Hyogo, 661-0965 Japan
Tel: +81-6-6499-3428; Fax: +81-6-6499-2336

E-mail: sato@dkc-japan.com

Kazuhito [keda

Monohakobi Technology Institute (MTI)

Address: 2-2-2 Marunouchi, Chiyoda-ku, Tokyo, 100-0005 Japan
Tel: +81-3-5222-7696; Fax: +81-3-5222-7680

E-mail: kazuhito_ikeda@monohakobi.com

About NYK

Nippon Yusen Kabushiki Kaisha is one of the world's leading transportation companies.
The NYK Group operates approximately 740 major ocean vessels, as well as fleets of
planes, trains, and trucks. The company's shipping fleet includes around 140
containerships, 270 bulk carriers, 50 wood-chip carriers, 110 car carriers, 25 reefer
carriers, 70 tankers, 20 LNG carriers, and three cruise ships. NYK's revenue in fiscal
2006 was $18 billion, and as a group, NYK employs about 48,000 people worldwide. The
company has offices in 240 locations in 27 countries, warehouses in every continent, and
harbor operations in Asia, North America, and Europe. NYK is based in Tokyo, and has
regional headquarters in London, New York, Singapore, Hong Kong, Shanghai, Sydney,

and Sao Paulo.
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NYK Celebrates Signing of 25-year Lease

for a Container Terminal at the Port of Tacoma

On September 10, 2007, Nippon Yusen Kabushiki Kaisha (NYK; head
office: Chiyoda-ku, Tokyo; president: Koji Miyahara) and the Port of
Tacoma celebrated the signing of a 25-year lease for a container terminal
on the industrial east side of Tacoma's Blair Waterway in the U.S. state of
Washington. The lease will commence when the terminal is completed in
2012.

For the Port of Tacoma, Commissioner Richard P. Marzano and Executive
Director Timothy J. Farrell attended the ceremony, at which an exchange of
gifts occurred. NYK was represented by Koji Miyahara, president; Minoru
Sato, representative director and executive vice-president; and 2 number of
others.

Commissioner Marzano emphasized that the Tacoma port would play a
significant role in logistics along the U.S. West Coast, where cargo
movement has been rapidly increasing. NYK president Miyahara stressed
that the establishment of NYK’s own operating terminal at the port would
help ensure reliable services by the company. At the same time, he
promised that NYK would continue to enhance the cooperative relationship
it has with the Port of Tacoma.

This new terminal at the port of Tacoma, together with NYK’s own
terminal at the port of Los Angeles, is a key part of NYK’s plans to
enhance container services between Asia, where the company’s business is
expected to expand in the future, and the west coast of North America.

About NYK

Nippon Yusen Kabushiki Kaisha is one of the world's leading transportation companies.

The NYK Group operates approximately 740 major ocean vessels, as well as fleets of
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planes, trains, and trucks. The company's shipping fleet includes around 140
containerships, 270 bulk carriers, 50 wood-chip carriers, 110 car carriers, 25 reefer
carriers, 70 tankers, 20 LNG carriers, and three cruise ships. NYK's revenue in fiscal
2006 was $18 billion, and as a group, NYK employs about 48,000 people worldwide. The
company has offices in 240 locations in 27 countries, warehouses in every continent, and
harbor operations in Asia, North America, and Europe. NYK is based in Tokyo, and has
regional headquarters in London, New York, Singapore, Hong Kong, Shanghai, Sydney,

and Sao Paulo.
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NYK Again Chosen for FTSE4 Good Global Index

For a fifth consecutive year, Nippon Yusen Kabushiki Kaisha (NYK; head
office: Chiyoda-ku, Tokyo; president: Koji Miyahara) has been selected for
the FTSE4 Good Global Index, a recognition of the company’s corporate
responsibility standards.

Developed by the FTSE Group, which is owned by the Financial Times Ltd.
and the London Stock Exchange Plc. and a leader in the creation and
management of equity, bond, and hedge-fund indices, the FTSE4 Good
Index Series measures the performance of companies that meet globally
recognized corporate responsibility standards, and facilitates investment in
those companies.

Along with the Dow Jones Sustainability World Index (DJSI World) for
socially responsible investment, an index in which NYK was also included,
the FTSE4 Good series is regarded as a key stock selection criterion for
investors concerned about corporate social responsibility.

As of September 2007, 883 companies were included in the FTSE4 Good
Global Index. :

About NYK

Nippon Yusen Kabushiki Kaisha is one of the world's leading transportation companies.
The NYK Group operates approximately 740 major ocean vessels, as well as fleets of
planes, trains, and trucks. The company's shipping fleet includes around 140
containerships, 270 bulk carriers, 50 wood-chip carriers, 110 car carriers, 25 reefer
carriers, 70 tankers, 20 LNG carriers, and three cruise ships. NYK's revenue in fiscal
2006 was $18 billion, and as a group, NYK employs about 48,000 people worldwide. The
company has offices in 240 locations in 27 countries, warehouses in every continent, and
harbor operations in Asia, North America, and Europe. NYK is based in Tokyo, and has
regional headquarters in London, New York, Singapore, Hong Kong, Shanghat, Sydney,

and Sac Paulo.
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Ten-Year Financial Iiiggights
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Merger with Conversion of Toho Conversion ¢f Hinode
Showa Line, Lid. Shipping Co., Ltd. Kisen Co., Ltd. (now,
{0ct. 1998) [now, NYK Glabal Bulk NYK-Hinode Line, Ltd.}
Corporatian) to wholly to whaolly cwned
owned subsidlary subsidiary
. * . ® (Dec. 2001) ® (re. 2002) *
Conversion of Tokyo
- prdinaw - Revenues Senpaku Kaisha, Ltd.,
income 1o wholly owned
( Billions of yen) ( Biflians of yen}) subsidiary
[ P e . B RILL LTI RRIRI SRR PRRR ¥ 1111 ;) MCTEIEE RS
210 2,100 Acquisition of Ceres
Terminals (LUSA)
(Oct. 2002}
180 1,800
U U PSPPSR P PP PSPPI e PO P T PP T PEees
150 1,500

30 300
0 0 1998 1999 2000 2001 2002
NYK21 Medium- to Leng-Term Group Management Vision "NYK21 New Miflennium Declaration -
Meeling Tomorrow's Challenges Today"
Aiming to increase business and raisa corporate
g o g cpeetors and
S - Millionsofycn-_riii o i o S
(Years ended March 31) 1998 1999 2000 2001 2002
Revenues 1,078,358 1,082,525 1,102,433 1,133,905 1,142,934
Operating income 46,287 47,738 70,869 87,640 65.558
Ordinary income 24,212 25,825 - 39,148 71,298 50.107
Net income 7,155 12,430 15,795 35,562 17,538
Total assets 1,455,085 1,500,743 l 419,920 1,381,593 1,339,922
Liabilities 1,212,015 1,236,115 1,141,753 1,084,460 1,000,066
Long-term interest-bearing debt 729,049 811,739 683,126 659,357 547,656
Total shareholders' equity 243,070 253,535 259,004 278,747 320,096
Yen
Net income per share 6.1
Annual dividends per share** 4.0

—— 2 NIPPON YUSEN KABUSHIKI KAISHA




Conversion of Nippon
Cargo Airlines Co.,L1d.,
to consolidated subsidiary
{Aug. 2005}
[ L ) L J L ] [ ]
B.D.I Waorld Scale
Transport price index Crude ofl transport price
for dry bulk items index for VLCC tankers
7000 350
6,000 J 300
.................................................. 4000 200
3,000 I 150
2,000 } 100
2003 2004 2005 2006 2007 0 Y
NYK “Forward 120" New Horizon 2007
Named to commemorate NYK's 120th With the overall goal of leveraging its
anniversary of « ions, this ptan established international network covering sea, earth, and air
theee strategies: expansion of the global lopistics 10 become the world's leading global fogistics
business, the global development af the bulk and and megacarrier group, the new medium-term
energy transport business, and stabilizing NYK Group management plan outlines three
profitability In the container transport business. strategies: our expansion of maritime business,
evolution towards a logistics integrator, and the
enhancement of corporate fundamentals.
Thousands of
U.S. dollars*
2003 2004 2005 2006 2007 2007
+ The dollar amounts represent the
ithmetical results of translari
049242 1,398,320 1,606,098 1,929,302 2,164,279 18,333,585 o dollrs weing the exchangs e
prevaiing on March 31, 2007, which
69,122 91,933 161,375 140,481 104,941 888,960 was ¥118.05 ro US$L.00. Such dollar
amounts are solely for the convepience
50,344 74,663 154,803 140,451 107,534 910,920 of readers outside Japan and are nor
intended to imply thar the yen
0 hi been, of uld be,
14,292 34,810 71,326 92,058 65,037 550,935 vy comverted. reslized, or serded
in dollars ar zhar rare or any other rate
87,170 1,176,664 1,476,226 1,877,440 2,135,441 18,085,299 of exchange.
o+ In the fiscal year ended March 31,
D 76,638 994,950 | ,0]9,538 1,266,096 1,434,724 12. 153,530 2003, the Company applied the
Accounting Standards Relared 10
48,925 491,232 464,196 506,230 584,565 4,951,854 Accounting for Net Tncoric per Share
{Carporate  Accounting  Standard
88,363 158,044 427770 575,366 657,089 5,566,191 N s Aoame o
Income per Share (Guideline No 4 for
U.5. dollars* Applying Corporate  Accounting
Sundards) to calculate primary and
1.5 28.3 58.1 75.0 53.0 0.45 Fully diluted net income per share. The
impact of these changes was minimal.
7.5 10.0 18.0 18.0 18.0 0.15
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Koji Miyabara, President

NYK boosted both revenues and income in

fiscal 2006. How do you view our business
prospects for fiscal 200}7?

Ordinary income is projected to increase
by more than 20% over the previous year.

We are looking forward to boosting both revenues and
income over the preceding year. Revenues are expected
to grow by 3.5% to ¥2.24 trillion, while ordinary income
is projected to rise by 21% to ¥130 billion.

We can point to two profit-hoosting factors, First, our
liner trade business, which tended to have a negative
impact on our business performance in the previous fis-
cal year, is moving back into the black. Second, Nippon
Cargo Airlines (NCA), our consolidated subsidiary spe-
cializing in airfreight transpon, is improving its earnings.
On top of these factors, all business sectors — especially

— 4 NIPPON YUSEN KABUSHIKI KAISHA

From the Top

the bulk/energy-resources transport and logistics busi-
ness — are expected 10 smoothly boost their earnings.

Looking back on fiscal 2000, we increased revenues by
12% 10 ¥2.16 trillion over the previous year through fleet
expansion and other measures, reaching the ¥2 trillion
mark for the first time. Nevertheless, we suffered a set-
back in regard to ordinary income — down 23% to ¥107.5
hillion. This was attributable to deficits by the liner trade
business and NCA. The liner trade segment enjoyed
smooth freight movernents.

But our costs in this sector shot up mainly because of
sharp rises in bunker oil prices and inland trucking and
railway charges, while the restoration of freight rates,
mainly for trunk wade routes, did not progress as smoothly
as we had expected. Consequently, the liner trade busi-
ness fell into the red. Moréover, NCA’s ordinary loss ex-
panded to ¥18.1 billion in fiscal 2006. This was attribut-
able to a decline in transport volume due to the slack
airfreight market during the peak season, as well as swell-
ing fuel costs and repair expenses for aging aircraft. Sub-
stantial advance investment for the earliest possible es-
tablishment of an independent system for aircraft main-
tenance and operation, which are now entrusted to other
companies, was also a major adverse factor.

However, the two mentioned negative factors are ex-
pected to improve steadily from fiscal 2007 onward. First,
concerning the liner trade husiness, revenues for the cur-
rent fiscal year are expected to rise 3% from the previous
year 1o ¥392 billion, whilé an ordinary income of ¥2 hil-
lion is projected in stark contrast with a loss of ¥9.7 bil-
lion in the previous fiscal year. Freight movements con-
tinue to be brsk mainly on the two trunk routes o North
America and Europe, while the restoration of freight rates
is making headway. Thus, indications point to sustained
improvement in the earning structure of all trade routes.

Moreover, NCA's deficit will continue to shrink through
such measures as the reduction of various costs and the
commissioning of advanced aircraft. In addition, the bulk/
energy-resources transport business — involving the bulk
transport of such items as iron ore and coal, in addition
to the transport of energly resources, such as crude oil,
petroleum products, LPG, and LNG — is faring well. Also,
our car carriers are expected to continue to enjoy smooth
cargo movement,

The “other shipping” business is thus projected to boost
its income by about 5% in fiscal 2007. Thus, all shipping-
related businesses find themselves in such a favorable
environment that they can ook forward 1o boosting their
income. Moreover, our logistics business is also enjoying
a bright business climate. Furthermore, the cruise busi-




ness achieved a vigorous recovery during fiscal 2000, reg-
istering an ordinary income of ¥4.6 billion, a marked im-
provement from the previous vear's loss of ¥200 million.
This favorable trend is expected to continue hereafter,
further enhancing the profitability of this business. The
cruise-going population is evidently expancding in both
the U.S. and Japunese markets. In addition, the booming
world economy has brought abowt increased spending
on personal consumption. Thus, it may be said that the
business climate for the cruise business is brightening.

Q2

Although some weakening is seen in a part of the U.S.
housing industry, robust trends basically continue in capital
spending and personal consumption. The European trade
rouie, meanwhile, is also enjoying smooth growth thanks
10 booming economies in Russia, East Europe, and Medi-
terranean countries. Under these circumstances, transport
volumes on the North American and European routes,
hoth trunk trade routes for containerships, are expected
to grow by more than 10% in the current fiscal year.

In fiscal 20006, shipping firms could not foresee an up-

Qs

e

Fiscal 2007 is the final year of our medium-term manage-
ment plan, “New Horizon 2007," which got under way in
fiscal 2005. A bunker oil price of $200 per ton was criginally
assumed under the plan, but the price now stands at around
5330 — up $130, working as an unexpecied cost-boosting
factor of ¥40 billion for the NYK Group as a whole. More-
over, the business results of the liner trade business and
NCA have turned out to be worse than expected. However,
aside from these adverse factors, the target figures of the
plan appear likely 1o be achieved for the most pant.

During fiscal 2006, the liner trade business lapsed into the red again.
Will this segment do well from the current fiscal year onward?

Anticipated freight rate%restoratlon is expected to return our liner business to the black.

wrn in cargo traffic when they renewed their freight rate
contracts at the beginning of the year, bringing about a
fierce cut-rate competition among them. As a result, al-
most all major containership operators in the world, in-
cluding our firm, slipped into a deficit. In the curremt
fiscal year, however, the shipping community as a whole,
sharing a keen sense of crisis, is striving for the restora-
tion of freight rates mainly for the trunk trade routes. Our
company expects rate restoration in fiscal 2007 o return
our liner trede to the black.

What makes NYK continue to work hard for the development of nonshipping operations,
such as integrated Ioglstlcs and air transport, unlike other carriers?

The purpose is to meet]mcreasmgly diversified customer needs and

hedge against the risk of sharp fluctuations in the shipping market.

Roughly speaking, there are two reasons. We aim not
only to meet the increasingly diversified needs of cus-
tomers but also to hedge against the risk of sharp tluctua-
tions in the shipping market.

Speaking of the first reason, manufacturers are shifting
their production from their own countries to the most
suitable locations for marketing their products. This is
the so-called "production in the world's optimal place.”
This tendency has given rise to 2 new type of demand for
transport — namely, the global procurement of pans scru-
pulously and direcily linked with the production lines of
factories — in addition to the transport of finished prod-
ucts. We consider it important 10 meet such new needs of
customers.

Customers” demand for transport is not limited to trans-
port from port to port. They need transport s far as the final
consuming areas inland. Unless we can take elaborate steps
for inventory management and quality control for parts and

other cargoes in transit until they are delivered to factories
and sales outlets, business opportunities will not come our
way. If a single campany can provide all forms of trans-
port, a great convenience can be afforded our customers,
who would no longer need to rumimage through a myrad

Profit plan of normaritime business (Ordinary income)

(Billions of yen)

FY 2006 FY 2010

Logstics 17 30

Air Cargo Transport -1B8.1 10
o 5o
Cruise 46

: 10
Real Estate : 386
Other 0.2

Total 12.9 Over 50
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of logistics operators searching for particular types of trans-
port o and from specific locations.

Moreover, if customers can entrust overall transport to a
single company irrespective of difference in the mode of
transport, such as sea, land, and air transpon, it will work
to their great advantage. In particular, air transport was
previously limited to cargoes requiring speedy delivery.

Today, however, constant demand for airfreight trans-
port, mainly for expensive goods and parts, has become
prevalent. Our desire to meet such needs of customers
explains why we make available all modes of sea, land,
and air transport.

It is also because airfreight transport is a growth industry
— registering an annuat growth pace of more than 5% over
the past decade — that we are tackling air transport in real
earnest. Another major reason is 1o meet the needs of
customers that seek all forms of transport as a result of the
globalization of their operations.

NCA, charged with our airfreight transport business, has
entered a period of structural reform necessary for its future
developnent, and advance invesuments have been made for
the establishment of an independent system for aircraft main-
tenance and operation, and a fleet renewal and expansion
through the purchase of new, fucl-efficient, environment-
friendly airplanes. NCA expects to move into the black from
fiscal 2009, and awain a target of ¥10 billion in ordinary in-
come in fiscal 2010

Q4

The second reason for our drive to promote nonshipping
business sectors is to hedge against risks in the shipping
business, which is subject 1o extreme volatility. Earnings
from shipping are influenced by the market to no small
extent. That explains why our firm is pushing ahead with
the development of nonshipping operations, centering on
integrated logistics as another pillar of management from
the viewpoint of corporate stability, even though shipping
constitutes the mainstay of our business.

Since the start of the new fiscal year, the dry-bulker mar-
ket has maintained high freight rates. From a long-term per-
spective, however, the deployment of new vessels is deemex
likely to case the supply/demand situation, particularly when
considering, among other things, the expansion of
newbuilding facilities by newly emerging shipbuilding coun-
tries, especially China.

Moreover, the prospects of the Chinese economy, cur-
rently 2 major market-boosting factor, cannot necessarily be
considered rosy, even though no grave setback seems likely
for the time heing. NYK will step up efforts to develop
nonshipping operations in order to head off these risks.

We aim (o see to it that the nonshipping sector — which
includes the logistics, terminal and harbor transport, our
cruise business, and NCA, among others — can €arn an
income of more than ¥50 billion on its own in fiscal 2010.
To put it rather extremely, we want to establish a corpo-
rate structure able to pay dividends from earnings of
nonshipping operations alone, even if the shipping busi-
ness turns no profit whatsoever. To that end, it is neces-
sary 10 enhance the profitability of the logistics business
along with the improvement of NCA's earnings. In particu-
lar, we intend to have NYK Logistics eventually raise its
ratio of ordinary income 10 revenues from the present 2%
or so 1o about 3.5%, so as to earn an income of about ¥15
billion (presently ¥6.5 hillién). This is no easy task, but not
impaossible to accomplish.

Do you intend to push ahead with the expansion of the bulk/energy-resources
transport business, which is now enjoying a favorable market?

The fleet for this sector will be expanded from 447 vessels at the end of fiscal 2006
- to 600 vesseis by the end of fiscal 2010 through a vigerous shipbuilding drive.

Marine transport continues to be the mainstay of NYK's
husiness even though we are set to push ahead with
nonshipping business centering on logistics. In particu-

lar, we will expand the bulk/energy-resources transpornt
business to address the growth of transport demand es-
pecially in cross trade between third countries.

Fleet Size and New Vessels Y2 FY 2007 FY 2008~FY 2010
L March 31, 2007 New vessels : March 31, 2008 New Vessels March 31, 2011
R A W m e
Car carriers " 1s 9 118 30 140
Containerships, etc. : 180 | 22 193 37 210
Total j 742 79 798 192 950




We consider that this market will keep freight rates high,
mainly in dry-bulk transport, at least until fiscal 2008. No
sharp plunge scems likely. Therefore, we will proceed
vigorously ahead with the construction of new vessels. A
total of 48 new vessels — mainly bulkers — are schecluled
for completion during fiscal 2007, while we have already
placed orders for 125 pew vessels for delivery between
fiscal 2008 and 2010. As a result, our bulk/energy-resources
transport fleet will expand from 447 vessels as of the end
of fiscal 2006 to 600 vessels by the end of fiscal 2010.

Nonetheless, we will firmly maintain the present busi-
ness style of concluding long-term transport contracts with
important customers, mainly for large vessels such as
Cupesize bulkers and VLCCs.

policy on dividend payment"

. A payout ratio of at least 20% to the
consolidated net income will be
maintained, while top priority will be
given to continuing stable dividend
payment in the future.

] Could you tell us about NYK's
|

We will maintain a payout ratio of at least 20% 1o the
consolidated net income, while priority will be given to
continuing stable dividend payment in the years ahead.
We intend to steer our dividend policy in consideration
of a balance between dividend payment and investment
in air transport, logistics, and other sectors, which will be
necessary to ensure the future stability of dividend pay-
ments. The target of ¥50 billion for ordinary income in
the nonshipping business is intended to guarantee such
stability.

e — -

Qe

In order to avert the risk of a market downswing, we
intend to continue to have about 90% of our Capesize
bulkers and VICCs covered by long-term contracts.

When the market soars, it is possible to boost eamnings by
concluding mainly shon-term contracts. Yet an enormous
risk materializes if a fleet is enlarged and then reduced
within a short tme, in step with market trends, Considering
a possible: impact on the quarters concerned, any such shor-
term strategy cannet be deemed advisable. We believe that
it is essential to conduct our business primarily frony a view-
point of establishing long-term, stable relationships with cus-
tomers, business partners, sharcholders, employees, and all
other stakeholders.

Please explain your |dea of corporate social responsibility (CSR},

r
l
; which you have emphasized since assuming the NYK presidency.
|
i

It is important for alI employees to fulfill CSR on their own initiative.

In the final analysis, this is a matter of course for any
corporation. Since corporations are operating in society,
they need to be recognized by society in order to achieve
sustained growth. We consider it important that CSR is
not something forced from the top, but represents ac-
rions il employees engage in day to day, based on their
own initiative. In Junuary this year, we adopted the NYK
Group Values of “Integrily, Innovation, and Intensity™ as
a guideline for the daily activities of all our employeces
worldwide so that they will maintain a keen sense of

such values and conduct themselves in a manner appro-
priate for all stakeholders.

Concerning NYK's CSR as a shipping company, it has
hecome far more important than ever to ensure safe naviga-
tion and protection of the marine environment. We witl also
push ahead with measures for contribution to society by
taking full advantage of our operations as a logistics opera-
tor ~ for instance. the improvement of a system for suppon-
ing the volunteer activities of individual employees and the
transpaort of goods fiee of charge in the event of a disaster.
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Liner Trade Businass

Freight movements were steady on all liner routes in fiscal 2006. With freight rate restorations achieving some positive resulls
on the European trade, and load factors and freight rate standards both being favorable on the Austrafian trade, the NYK Group
increased revenues from liner services in general from a year earlier. In respect to income, on the other hand, we suffered huge
declines resulting from falls in {reight rate from the second half of the previous fiscal year, bunker oil prices hovering at high
levels and increasss in costs for terminal, railway, trucking and feeder services, reflecting severe trade circumstances.

Other Shipping Business: Car Transport/Dry Bulk Transport

As regards car trar spart services, freight movements continued to be massive worldwide in fiscal 2006. Throughput was higher
than a year earlier, exceeding the NYK Group's original target. At a time when transport demand was higher than tonnage
supply, we charterad ships from the market on a shori-term basis and deployed vessels efficiently. Six large newbuildings were
completed, enablirg us 1o maintain stable transport. In the bufk cargo market, powerful demand, primarily in China, increased
the freight movement of steel materials. coal, grains, steel products and cement. The market fluctuated at high levels after
returning to an upward trend from temparary sluggishness. Against the background of such favorable market conditions, we
promoted the conclusion of new medium- and fong-term conrtracts with customers in Japan and overseas.

Other Shipping Business: Petroleum, Petroleum Preducts and LPG Transport/LNG Transport

The operation of crude oil, LPG and LNG tankers, as well as others, on long-term contracts ramained brisk in fiscal 2006. The crude
oit tanker was strorg in the first half thanks to demand far gasoling in summer and for ingreases in inventory. In the secand hatf,
however, it plunged to the lowes! level since fiscal 2002, owing to sluggishness in petroleum demand from prospects for slow-
downs in the U.S. ezonomy and a record warm winter, as well as production curtailments from November by the OPEC. Although
three petrolgum product tanker newbuildings were completed in the fiscal year in questian, the market fell in the second half in step
with the crude oil market, due 1o weak demand for air heating and excess inventory of petroleum products. From fanker services in
general, as a consenuence, the NYK Group sutfered decreases in income from the previous fiscal year.

Logistics Business

The logistics division did much better in fiscal 2006 than a year earlier. tn particular, NYK Logistics succeeded in winning
contracts from nevs high-value customers in North America, while domestic services were robust as well. In Europe, the
utilization rates of new business footholds set up in and after fiscal 2002 went up, beginning to be profitable. As a iesult of
streamlining existing facilities, furthermore, we impraved business results. By respanding to logistics demand among custom-
ers in the auto, retail and eleciric industries, we enriched the scope of our business. Yusen Air & Sea Service Co. Lid. (YAS), an
air cargo arm of our group, reparted steady revenues and income despite the intensification of competition.

Terminal ard Harhor Transport Business

From terminal and harbor transport business, the NYX Group exceeded its fiscal 2005 results and cleared its original target in
fiscal 2006 thanks to improvements In cargo handling charges and the briskness of affiliates. In the fiscal year in question, we
participated in a nev/ container terminal project at the part of Dalian in China.

Cruise Business

In the U.S., the percentage of passengers to capacity was high not only in summer, when demand is usuaily strong, but also
winter, when demand is weak, enabling the NYK Group to clear its revenues and ordinary income targets. In Japan, we improved
business results from cruise services as a whole from a year earlier in fiscal 2008, the first year of Asuka /s full-year opera-
tions, clearing our original goals, as we enjoyed economies of scale by boosting new demand.

Real Estate Buslness
Against the background of massive office demand, the NYK Group strove to raise rents and eccupancy rates as well as reduce
costs in fiscal 2006. As a consequence, we marked higher income from the previous fiscal year.

Other Business

In respect to other business, the NYK Greup accomplished higher business performance from trading serviges than a year
eartier in fiscal 2006 resulting from the briskness of sales of machinery and other equipment for newbuildings. Qur ship agent,
manufacturing and processing, and restaurant services remained nearly unchangad. Nippon Cargo Airlines Co. Ltd. (NCA) did
much worse than its targets because it was impacted severely by trouble with aged equipment and increases in fuel prices at a
time when freight movement never peaked. NCA will continue 1o make eftorts to regain prafitahility by fiscal 2009 by introduc-
ing new aircraft and beginning to fulfill operation and maintenance duties on its own.

Fleet Size at the End of ]
the Fiscal Year ‘

Containerships ‘
(ncluding semi-containerships)

141 vessels 5,060,630 Ki (DWT)

Bulk Carriers (Capesize)
115 vessels 16,414,219 Kt (DWT)

r‘"fé‘--...».m‘--.- T

G T i*.'l

Bulk Carriers
(Panamax and Handysize)
161 vessels 7,390,512 K1 (DWT)

Wood-chip Carricrs
48 vessels 2,268,511 Kt (DWT)

Car Carriers
115 vessels 1,724,406 Kt (DWT)

Reefer Carriers
26 vessels 244,675 Kt (DWT)

Tankers (Including crude oil tankers)
73 vessels 12,347,425 Kt (DWT)

LNG Carriers
24 vessels 1,705,469 Kt (DW'T)

Cruisc Ships
3 vessels 21,577 Kt (DWT)

Others
36 vessels 415,339 Kt (DWT)

Total {
742 vessels 47,592,763 Kt (DWT)

Logistics

Distribution centers and facilities;
Worldwide in 379 locations,

34 countries

Total warchouse space:2,200,000m’

uﬁﬂ%ﬁu

Terminals
Container terminals: 22
Finished car terminals:9
hers:6

Air Cargo Transport
New aircraft (B747-400F) 4
Classic aircraft (B747-200F/5F):6
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Marine Transport Volume ol Containers
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The Asia/North America and Asia/Europe trades are both expected to see

growth in container movements of more than 10 percent from a year earller.
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Liner Trade Businass Ravenues

(Biflions of yen)
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Business Results for Fiscal 2006

Growing transport volumes in fiscal 2006 gave NYK's liner
tradle segment a 6.4% boost in revenues over the previous
fiscal year to ¥574 billion. However, falling freight rates on
trunk trade routes and swelling vessel-operating costs
handed the segment an ordinary loss of ¥9.7 billion, which
contrasted with fiscal 2005’s income of ¥17.5 billion.

With respect to freight rates, intensified competition on the
European route following the merger of two major carriers in
the autumn of 2005, and an industry-wide price war broke
out. Negotiations on rates for the North American trade be-
gan in May 2006, when the price war had not yet been con-
clucled, and ended with an agreement that brought rates
lower than the previous fiscal year's level, mainly for ship-
menis o the West Coast of North America. Falling freight
rates on the Furopean and North American routes negatively
affected other tracles in Asia, Latin America, and Australia, and
triggered a glohal downtrend in ocean freight rates,

The liner trade was also deeply gouged by steep hikes
in three other costs: bunker oil prices, inland transport
costs (i.e., rail and tnuck transport), and containership chanter
rates. In particular, rising bunker oil prices dealt a ¥10 bil-
lion blow to eamings of containerships operating at speeds
high enough 1o stay on regular sailing schedules, which
translated into a heavy consumption of fuel. Freight raie
revisions by North American railways had no small impact
on inland transpon costs either, while soaring rates in the
charter market hit earnings of small- and medium-sized
vessels, which had to be chartered from the market to
supplement NYK's services.

Concerning container movements in 2006, 2 double-digit
increase of 13.8% waus reported for Asia—Europe routes, on
which 10.83 million TEUs were transported. Between Asia
and North America, a record-high 14.16 million TEUs were
moved, up 10.8%. Cargo movements quickly gathered mo-
mentum mainly on the North American and European
routes 4s soon as agreement brought rates to nearly a break-
even level. We strove to meet the demand in this fast-
growing transport sector, hut nevertheless, eamings in NYK's
containership segment as a whole fell under the burden of
the three aforementioned crippling costs.




Business Prospects from Fiscal 2007

NYK's liner trade segment, which was forced into the recl
in fiscal 2000, fully expects to repon financial gains in
fiscal 2007. The restoration of freight rates, the deploy-
ment of new vessels, and the strearnlining of vessel-oper-
ating costs weigh favorably toward recovering from the
¥9.7 billion loss experienced in 2006, and achieving an
ordinary income of ¥2 hillion in fiscal 2007 on revenues
of ¥592 billion, up 3% year on year,

On the European route, rates have been climbing up-
ward in phases since July 2006, and have already re-
hounded to the level they were at before they plum-
meted in the autumn of 2005. Vessels plying the Euro-
pean route are always full thanks to the booming economy
in Furope, a high euro, and 4 surge in cargoes bound for
Russia and East European countries such as the Czech
Republic and Poland, whose economies are growing rap-
idly.

Cn this route, however, NYK has only now managed
to climb out of the red. Therefore, we intend 10 push
ahead with further restoration of freight rates 1o improve
our revenues. Demind for freight transport is growing
not only on the European route but also on other routes,
such as those to North America and Asia, and although
new containerships on order will be delivered in the years
aheund, the supply/demand situation is not likely o be
seriously disrupted. Therefore, improvement of freight
ratess on all the trade routes is very much possible,

Another factor that will help return NYK's liner trade to
the black is the deployment of new vessels. NYK's
containership fleet, including conventional liner vessels,
will increase from some 160 vessels to 170 by the end of
fiscal 2007, and 180 by the end of fiscal 2010.

We intend to drive toward improving our earnings by

Conventional Cargo Transport

Containership VYK Venus

enlarging our operational scale through the deployment
of cost-competitive new vessels, and by returning char-
tered vessels o their owners. Chartered vessels on routes
with a high proportion of them, such as Latin America
and intra-Asia, will be entirely eliminated by fiscal 2010.
NYK will add to these routes its own newhuildings of
6,500, 4,900, and 2,900 TEU vessels, as well as a series of
eight 8,600 TEU vessels (three of which are already con-
pleted), to ensure the most efficient operation and maxi-
mum earnings from container trade routes as a whole.

Finally, concerning the mtionalization of operating costs,
cost reduction is imperative for the liner trade segment,
in which more than 80% of revenues are absorbed by
viessel-operating costs, including fixed costs. We will re-
inforce the competitiveness of NYK's container scervices
by thoroughly following the campaign started in fiscal
2006 to lower fuel consumption and by paring down
costs, such as cargo-handling expenses at terminals and
trucking service charges.

NYK-Hinode Line operates a multipurpose fleet of about 60 vessels to primarily haul heavy-lift cargoes and steel products on conventional liner routes (the
Middle East, Southeast Asia, Europe-Mediterranean, East Africa, Australia, India, and the South Pacific). The company is one of the world s leading carriers
in this sphere of maritime trade. NYK-Hinode transports cargoes such as steel products, automobiles, construction machinery, containers, and bulk on
trade routes that are not served by specialized vessels, such as containerships, large-sized bulkers, and car carriers.

In fiscal 2005, the company witnessed brisk cargo movements, mainly to the Middle East, of large-sized heavy-lift cargees such as those for gil refineries
and chemical plants related to crude oil and natural gas, as well as steel pipes for drilling. Freight rates were also at high levels buoyed by soaring bulker

Mutipurpose vessel Kumano

rates. As a result, NYK-Hinode boosted both revenues and income over the previous year.

In fiscal 2007, NYK-Hinods expects to maintain earnings at the previeus year S level. Against
the background of intensified development of natural rescurces in the Middle East and other
regions exporting resources, both cargo movements and freight rates are likely to remain
favorable for the time being, mainly in such areas as chemical plant equipment and steet pipes
for crude oil and natural gas driling. In particular, because ony a limited number of shipping
firms in the world transport large-sized heavy cargoes, demand wilt likely continue to exceed
supply in this market for now. Under these circumstances, NYK-Hinode will step up its busi-
ness activities on the strength of its advanced vessels, such as heavy-lift vessels outfitted with
450-ton cranes and Ro-Ro module vessels for transporting super-heavy cargoes.
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World Marine Transpart of Automobiles
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Source: NYK Research Group

Amid the increasing globalization
of manufacturing bases, overall
demand for marine transport of
automgbiles remains robust.

Business Results for Fiscal 2006

NYK’s car transport sector saw a substantial boost in rev-
enues in fiscal 2006. Japan’s automobile exports — a very
significant market for car carriers — increased by about a
million units over the previous vear to approximately 5.7
million as Japanese automakers basked in brisk overseas
sales. NYK-hauled automobiles also increased for this
reason — hitting the 3 million-unit mark for the first time —
and we earned much greater sales from freight rates.

At the same time, operational and various other costs
also swelled markedly. NYK currently operates a total of
110 to 120 pure car carriers (PCCs), but they were not
enough to keep up with the strong demand for car trans-
port, so we needed o underake a variety of measures.

Normally, cars are transponted on PCCs — onto and off
of which cars are driven — but because of a shortage of
such vessels, reefer vessels and containerships also needed
to be employed. In one situation, we had to transport
5,000 cars, which could have been moved at one time if
a large enough vessel hid been available, on a smaller-
sized car carrier that had only a 1,000-unit capaciry and
thus required five trips 1o complete the task, In another
case, for the purpose of raising tonnage efficiency, we
operated to the West Coast of North America ships that
were normally run between Japan and the East Coast of
North America. From the West Coast, automobiles were
moved by rail to the East Coast.




Business Prospects from Fiscal 2007

Concerning business circumstances in fiscal 2007 and be-
yond, we anticipate that cargo demand will remain high
for a few more years. Car sales around the globe are
likedy to keep growing and reach 70 million units in sev-
eral years, while a faster growth pace is expected for
seaborne cargo volumes. We can say that car transport is
uncloubtedly a growth industry.

Japar’s car expons will continue to expand in the cur-
ren: fiscal year. The number of motor vehicle exports will
increase by 200,000 to 300,000 from the previous fiscal
year to hit somewhere around 6 million units, Moreover,
car shipments from South Korea, the second-largest car
exporter in Asia after Japan, will continue at high levels,
even though a high won may cause a slight slowdown.
In addition, car shipments to China, a fast-growing
economy, 18 well as to Russia and central and enstern
Europe are bound to continue to increase in the years
ahead, along with those to the established markets of
North America, Europe, and the Middle East.

Ie. anticipation of such growth in transport demand,
the NYK Group is taking steps to expand its car carrier
fleer. We have already completed arrangements for the
acquisition of new pure car and truck carriers (PCTCs),
slated for completion by 2011, and our fleet will be
centered around large-sized vessels capable of trans-
porting 6,000 units and include vessels chartered from
other markets. Over the three years from fiscal 2007 to
2009, more than 10 new vessels per year are scheduled
to join the NYK Group’s car carrier fleet. As a result, our
fleet will expand 10 140 vessels by the end of fiscal 2010
from the present 110 to 120 vessels.

Upon the deployment of these newbuildings, we plan
to return car carriers chartered at high rates 1o their own-
ers, Moreover, a downtrend is expected for cost-infliring
factors that were seen in large numbers in fiscal 2006,

At a time when tonnage space was tight, we managed
10 meet customer transport demand through such efforts.
However, we had 1o bear increased cost burdens result-
ing from charter fees for containerships, reefer vessels,
and small-sized car carriers used as alternatives, as well
as inland transport charges. In other words, sales im-
proved significantly, but profit was about the same as the
previous year. In fiscal 2006, we continued to devote
great effons wo the operation of terminals for finished
vehicles, a business linked to marine transport. A dedi-
cated terminal for completed cars went into operation in
Dalian in July last year, bringing to three the number of
NYK terminals in China, following those in Shanghai and
Tianjin. [n addition, the NYK Group has invested in an

such as the urgent use of containerships and reefer ves-
sels for car transport. Consequently, it is projected that
profitability will improve. At present, the averuge hauling
capacity of NYK-controlled car carriers stands at 4,800
units. Burt it will rise to about 5,000 as a result of the
introduction of larger newbuildings. By operating large
ships, we intend 10 earn more by raising per-vessel trans-
port efficiency.

Meanwhile, we project that the supply-demand situa-
tion of automohiles is expected to remain tight at least
until fiscal 2009 against a backdrop of vigorous transpon
demand. However, newbuildings that will account for
nearly 50% of the world's fleet are 1o be completed in a
few years, which could relax the balance temporarily.
Keeping this in mind, we will remain cautious when or-
dering newbuildings for delivery from 2010.

Northern Inlet Terminal, Zecbrugge

existing car terminal in Guangzhou and is now in talks
about operating it

Furthermore, in February 2007, the NYK Group ac-
quired the rights to operate three terminals for finished
vehicles at the Belgian ports of Zeebrugge and Antwerp.
This marked the first time that our firm had ever engaged
in terminal business activities in Europe. The NYK Group
also began operating a similar terminal in Laem Chabang,
Thailand. Promoting a hub-and-spoke system based on
dedicated terminals in Europe and Asia that closely links
major ports with destination ports is a major feature in
the NYK Group's strategies for improving completed car
transport efficiency.
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Business Results for Fiscal 2006

In fiscal 2006, the Capesize Bulker Group in-
creased hoth its sales and income. Sales climbed
25%, while ordinary income doubled. This was
primarily due to steep surges in freight rates and
the expansion of the group's operational scale. Freight
rates soared close to the peak level registered in fiscal
2004 against the background of brisk transport demand
centering on shipments to China. During the period un-
der review, meanwhile, six Capesize bulkers (including
one ore carrier) and two Panamax bulker newbuildings
were completed, while four vessels were chartered over
short and medium periods to take advantage of slight
drops in charter rates, The expansion of the fleet in op-
eration contributed directly to the boost in our earnings.

The Steaming Coal Group, engaged in the transport of
coal for electric power companies, registered a solid rev-
enue gain by increasing transport volumes, and secured
profitability second only to the record set in fiscal 2005,

The Forest Products Group, which carries wood chips,
saw 4 20% increase in sales and a 30% increase in ordi-
nary income in fiscal 2006 compared with the previous
year. The completion of three wood-chip carriers helped
hoost earnings, and some of the group’s ships were used
in the transpon of dry cargoes other than wood chips ~
such as soybean cake — in the Atlantic market, which
enabled the group to benefit directly from a soaring bulker
freight market.

2004 2005 2006 2007 (Forecast)
As regards dry bulk cargo movements, all major items are on the rise around

the world, and freight rates have been rising since last summer as powertully
as when they peaked in 2004.
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Capesize bulker Atlantic Tiger

When we look back on the dry bulk business in fiscal
2006, the expansion of overseas commercial rights was
key to all sectors. In April 2006, NYK set up two Capesize
& Panamax Bulker teams within the Capesize Bulker
Group and the Steaming Coal Group as new units for
operations on a company-wide scale, with the aim of
reinforcing our business with overseas customers. This
restructuring helped to win many new commerciul rights
abroad in the dry-bulker sector in fiscal 2006.

As for Capsize bulker |, we successively entered into
large-scale contracts for lengthy periods of 10 to 25 years
with Chinese steelmakers, such as Baoshan Iron & Steel,
Shougang Corporaiion, Maanshan Iron & Steel, and the
Beitai Iron & Steel Group. Concerning steaming coal, we
concluded a 12-year ransport contract with a Chinese elec-
tric power company owned partly by Hong Keng inter-
ests. This represented the first long-term contract for the
transport of coal for power generation to mainland China
to be concluded by a non-Chinese shipping company.
Regarding forest products, we secured a comprehensive
transport contract with China’s first-ever integrated paper-
maker for the carriage of wood chips. Thus, fiscal 2006
saw NYK funher expand its ties with Chinese customers.




Business Prospects from Fiscal 2007

The Capesize Bulker Group expects to further increase
revenues and income in fiscal 2007 as the market is pro-
jected to remain steady. Cargo transpornt demand is brisk,
especially in shipments to China, and shipments to India
and other new markets are showing great potential. To
address such growth in transport demand, we will ex-
pand our Capesize flect from the current 60 vessels 1o 80
by 2010 by acquiring newbuildings. Moreover, our
Panamax fleet, which carries steaming coal as well as
steel materials, will also be enlarged from the current 20
vessels ta 30 hy 2010.

AT a time when the market is favorable, some believe
that it is more profitable to operate on-the-spot services
than to conclude long-term contracts with specific cus-
tomers. However, NYK has developed thanks to long-
term contracis with steetmakers, mainly those in Japan.
We will continue to meet customer demand by promis-
ing 1o provide stable services, primarily through medium-
and long-term agreements. At the same time, we will
secure favorable business performance on a stable basis.

The Steaming Coal Group can also be counted on to
furtker augment revenues. Indications are that demand
for coal among domestic electric power companies will
continue to be robust. China, once a major coal exporter,
became a coal importer in net terms in 2007, In South
Korea, NYXK is Japan's sole shipping firm transporting
coal to an electric power company under a long-term
contract. In fiscal 2007, morcover, NYK will start to imple-
ment a similar contract with ancther electric power com-
pany in South Korea. NYK's fleet for the transpornt of
steaming coal currently consists of 30 to 40 vessels cen-
tering on the over-Panamax type. We intend (o enlirge
the fleet to 50 vessels in the near future,

Handysize Bulker Transport

NYK Gtobal Bulk Corporation (NGB} is a wholly owned subsidiary of NYK,
and oparates about 110 Handysize butk carriers —the largest fleet of its
kind in Japan and one of the largest in the world. In fiscal 20086, the com-
pany increased revenues but saw income decline due to soaring bunker
oil prices and charter rates. Even so, NGB was able to earn as high a level
of incorne as in the previous fiscal year thanks to a sustained boom in the
small-sized bulk carrier market.

As for the current fiscal year, high bunker oil prices and charter rates
will continue to put pressure on the company s earnings. In spite of this,
NGB expects that surging freight rates, which have from the beginning
of this year bounced back to the peak level of fiscal 2004, will help the
compary to achieve a gain in income compared with the previous year.
Moreover, a total of 38 new vessels will be completed during the five
years fram 2007 to 2011, which wilf increase NGB s fleet to about 120
vessels by 2010.

The Forest Products Group will have eight new wood-
chip carriers completed in fiscal 2007, expanding its feet
10 46 vessels from the current 39. Moreover, arrange-
ments are being made to further enlarge the fleet to 55
vessels by 2010-2012. The ongoing move to expand the
fleet has been prompted by the diversification of trans-
port areas and cargoes. At present, almost all our wood-
chip shipments are destined for Japanese papermakers.
Henceforth, however, we will expand our commercial
rights in China, Turkey, and Europe. By handling com-
maxlities other than wood chips — such as wood pellets,
tapioca, and other biomass fuels, all of which are wans-
ported in chip carriers on an on-the-spor basis — we will
further enrich our cargo item menu and meet demand
for transport of the commaodities.

Wood-chip carrier Dyna Pure

Handysize bulker Asbiya Star
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Business Results for Fiscal 2006

Petroleum, petroteum product, LPG and chemical
tanker sectors suffered income drops in fiscal 2006
compared 10 the previous fiscal year, due primarily
to a slump in freight rates.

In fiscal 2003, against the backdrop of strong demand
for crude il and petroleum products worldwide, both
markets fluctuated at high levels. In fiscal 2006, however,
although favorable trends continued until summer, an
unexpected downswing set in from autumn under the
impact of an abnormally warm winter worldwide and
high inventory levels in consumer markets. To make
matters worse, the crude oil tanker sector was forced to
increase maintenance spending due to soaring repair costs,
mainly for old single-hull vessels.

As of the end of fiscal 2006, the NYK Group as a whole
operated 42 crude oil tankers comprising 36 very large
crude carriers (VLCCs) of more than 200,000 dw/t, and
six medium-sized tankers — five Aframax tankers of around
100,000 dw/t and one Panamax tanker of 60,000 dw/t.

Some 85% of the VLCCs are operating under long-term
charter contracts of five- to 10-year periods with specific
customers. These contracts provide a stable source of
inceme for NYK because they are not directly affected by
market fluctuations. Although market slumps caused the
oil unker sector to suffer an income drop in fiscal 20006,
the drop was within the scope of projections, and the
sector continued to generate stable income,
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The petroleum, petroleum product, LPG and chemical
tanker sectors primarily focused on three important tasks
in fiscal 2006. One was the further promotion of overseas
operations. For instance, control over the Aframax fleet,
including ship operations and charters, was wholly trans-
ferred from the Tokyo head office to NYK Bulkship (Asia),
a subsidiary in Singapore.

Unlike with VLCCs, there is an extremely small propor-
tion of long-term contracts with Aframax tankers. They
operate mainly under spot contracts, concluded for each
voyage, and shont- and medium-term contracts of affreight-
ment (COA). Singapore, rather than Tokyo, functions as
an important center that attracts oil majors, traders, and
other customers, as well as information. As such, NYK
will strive to reinforce its Aframax business by conduct-
ing community-based sales and marketing activities in
Singapore. The other two important tasks we focused on
in fiscal 2006 were the thoroughness of safe operations
and a company-wide campaign to reduce fuel oil con-
sumption. Although they are not flashy, attention-grab-
bing activities, we believe that attention to safety and our
natural environment are very important duties for a ship-
ping company.




Business Prospects from Fiscal 2007

Petroleum, petroleum product, LPG and chemical tanker
sectors expect better performances in fiscal 2007 over
the previous fiscal vear. Although the market climate can
hardly be expected 10 change suddenly for the better,
one Aframax tanker and four medium-range (MR) petro-
lewn product tankers Cof about 43,000 dw/t) are sched-
uled for completion during the term. The fleet expansion
will directly improve earnings. Moreover, high mainte-
nance costs will be drastically reduced through the accel-
erated sales of single-hull VLCCs and their conversion
into other types of vessels,

In response to recent crude oil spills worldwide, the
International Maritime Organization (IMO), a specialist
organization of the United Nations (UN), has banned as
of 2010 the use of single-hull tankers, which are inferior
in safety 1o the double-hull tankers that have become
mainstream today. A double-hull tanker has a double-
layered body, which would prevent it from leaking crude
and heavy oil even if it was damaged 10 some extent in a
stranding or other accident. Of its 36 VLCCs, the NYK
Group will dispose of its six single-hull tankers prior to
the 2010 deadline, and make all its vessels meet the
double-hull safety standards within a short time.

The disposal of the single-hull vessels, operated mainly
undar short-term contracts, will not only ensure greater
safety and lower maintenance costs but also lead 1o the
operationat stability of our business as a whole. As there
are no signs of the market climate picking up anytime
soon, the proportion of VLCCs operated on a spot basis
will be lowered from 15% in fiscal 2006 to about 10% in
and after the current fiscal year. We will further stabilize
our rnanagement by increasing the proportion of vessels
under medium- and long-term contracts.

Even though the market has been stagnant since the
second half of the last fiscal year, demand for crude oil
and petroleum products is expected to achieve robust
growth mainly in emerging economies like China over
the medium and long term. Turning to the supply side,
the production and export of crude oil will increase in
distant regions, such as West Africa, Venezuela, and Bra-
zil, ir. addition to the Middle East, which has been the
main supply source. This will lengthen the trave! dis-
tance of oil tankers, and work as a plus factor in tighten-
ing the tanker supply/demand situation. With respect to
petroleum products, moreover, oil refineries are being
built successively in newly rising economies like China
and India. Indications are that considerable volumes of
petroleum products in excess of domestic consumption
will b earmarked for expon, generating additional trans-
port demand.

In anticipation of such transport demand, NYK is
pushing ahead with the construction of new vessels,
As a result, the oil tanker fleet will be expanded to

LPG carrier Lycaste Peace

include 37 VLCCs and seven medium-sized tankers by
2010. Eventually, NYK will increase that to 40 VLCCs
and 10 Aframaxes through the purchase of used ves-
sels and additional newbuilding orders. Meanwhile, the
petroleum product tanker fleet will be doubled to 25
vessels by 2010 from the 13 vessels as of the end of
fiscal 2006.

As one of its future business strategies, NYK plans to
continue expanding business ties with overseas custom-
ers in accordance with growth in demand, making use of
the company’s crude oil tanker fleet centered on VLCCs,
while maintaining close relations with its existing cus-
tomers in Japan, who have been its main source of busi-
ness up until now. At present, NYK has eight VLCCs op-
erating under contracts with overseas customers, such as
ExxonMobil and CHINA OIL (PETROCHINA INTERNA-
TIONALY, and intends 1o increase that number, which is
now the largest among Japanese carriers. And, as men-
tioned earlier, control over the Aframax fleet was trans-
ferred to the Singapore subsidiary in the previous fiscal
year, and we are now in the process of reinforcing our
overseas business infrastructure.

Concerning petraleum product tankers, NYK plans from
the current fiscal year to transfer its business concerned
with small MR product tankers, including operations and
charters, to the Singapore subsidiary. In consideration of
the necessity for doing locally oriented business in the
center of a1 market, as with the Aframax business, we will
position Singapore as the center of our MR product tanker
business to carry out further overseas development. As
for biomass fuels, which are attracting anention as alter-
native energy resotirces to fossil fuels, we will by the end
of the current fiscal year develop a fleet and carry out
sales and marketing activities in preparation for lavnch-
ing full-scale transpont services.
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Business Results for Fiscal 2006

In fiscal 2006, NYK's ENG carrier fleet earned an impres-
sive income gain of 25% over the previous year, far ex-
ceeding the original projection. The primary reason for
the success was the addition of four new vessels to the
fleet — earmarked for services to such customers as Osaka
Gas Co. Lid., the Ras Gas Project, and Gaz de France -
which provided smooth operations allogether, With the
addition of the four, the NYK-operated LNG carrier fleet
was expanded to 39 vessels, including those co-owned
with other firms. The number of ships under ship-man-
agement contracts, which require NYK to take charge of
manning and operation, increased to 18.

As for operations, NYK, together with Mitsui & Co.
Ltd., concluded in fiscal 2006 a long-term charter con-
tract with Taiwan's Chinese Petroleum Corporation for
four new LNG carriers, and placed orders for the vessels
10 be completed in fiscal 2009 and 2010. Based on this
contract, NYK and the Taiwanese company will set up a
joint venture in Taiwan to manage the LNG carriers. This
is another instance in which NYK is building a track record
in vessel operating safety by forming partnerships with
customers not only in transport but also in the manage-
ment of vessels. Such commitment has won NYK a high
reputation among customers both at home and abroad,

angl has contributed to laying the
; © 7] foundation for future expansion of
our business.

Source: NYK Research Group

Global LNG Demand Forecast
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Business Prospects from Fiscal 2007

As for fiscal 2007, earnings from the LNG Group are ex-
pected to be about the sume as the previous year be-
cause some vessels will be taken out of operation tem-
porarily for regular inspections and repairs. However, since
regular inspections and repairs will be extremely short-
terin factors, we believe the LNG carrier fleet will con-
tribute to the earnings of the NYK Group as a whole in
the medium and long term.

Against the backdrop of mounting awareness of envi-
ronmental issues, demand for LNG, a clean energy re-
source that produces much less carbon dioxide (COy), is
growing worldwide, NYK expects the world’s LNG con-
sumption to surge from the approximate 170 million tons
in 2007 1o 230270 million tons by 2010 and 1o 360460
million tons by 2020.

Fast-rising demand for LNG has triggered aggressive
LNG development projects in various parts of the world.
In addition to projects under way so far in the Middle
East, Indonesia, and Australia, new ones are also nioving
into high gear one after another, including those in Nige-
ria and Sakhalin. NYK is striving to expand its business
through paricipation in these new projects. In this con-
text, the company has already placed orders for 27 LNG
carriers for completion through 2010. As a result, the to-
tal number of LNG carriers in operation for NYK will
climb to 66 by 2010, including 37 to be managed by us.
Moreover, the overall capacity of the 66 vessels will likely
be the largest in the world, enabling the NYK Group o
attain its target of becorning the world's largest operator
of LNG carriers by 2010.

While substantially increasing LNG carriers operated
and managed by NYK, the NYK head office in fiscal 2006
spun off the management of LNG carriers (e.g., the ar-
rangement and education of crewmen, the maintenance
and repair of ships, and the confirmation of safety stan-
dards) and established subsidiaries in Tokyo and London
dedicated to LNG carrier management. The establishment
of the shipmanagement companies specializing in LNG
carriers is intended to train shipmanagement specialists
and ensure the further enhancement of operational safety
from the aspect of personnel. At the same time, NYK
aims to achieve both the full transparency and drastic
reduction of costs by ransferring relevant operations to
the separate companies. The cost of manning LNG carri-
ers and the regular repairs required is much greater than
for other commercial vessels, Nonetheless, NYK will en-
sure both operational safety and increased earnings
through its own efforts.

Shipowning companies are usually established when
shipping companies participate in LNG transport projects,
Therefore, how best to supervise the management and
accounting of such companies poses an important chal-
lenge as operational scales expand. NYK for its part is

pushing ahead with the improvement of its management
structure by making efforts to standardize and document
its business processes, and promoting close collabora-
tion between its business and accounting departments.
Further, NYK is reinforcing its management base for ING
transport operations from all angles in order to secure
sustainable competitive strength.

The prime strength of the LNG carrier fleet in NYK's
entire business undoubredly lies in the stability of its earn-
ings, for it is casy to foresee future earnings because al-
most all LNG carriers operate under long-term charter
contracts with customers for 20 to 25 years. Given that
the shipping industry is highly susceptible to market cli-
mates and that earnings are affected considerably by
market fluctuations, the LNG carrier business is regarded
as a stable source of eamings in the years ahead in NYK's
business portfolio (the distribution of assets) as a whote.
NYK's LNG carrier business has so far developed in par-
allel with the growth of Japa’s electric power and gas
companies. NYK thus hoasts a very large share in the
LNG wransport business for Japanese customers, and we
intend to maintain and even reinforce such close ties
with them in the years ahead. Meanwhile, demand for
LNG is growing globally, and NYK will also take part in
transport projects for overseas customers. Of the 39 LNG
carriers currently in operation for NYK, 30 are assigned
1o serve Japanese customers, while the rest, although small
in number, are deployed for transport to overseas cus-
tomers in Europe, India, South Korea, and elsewhere.

As such, NYK will make efforts to win more contracts
with customers in Europe and the United States. Under
these circumstances, NYK is determined to further rein-
force safety operation systems it has developed, and si-
multaneously pursue the following three values: scale,
quality, and earnings.

LNG carrier LNG Flora
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Business Results for Fiscal 2006

The logistics arm of the NYK Group in fiscal 20006, re-
corded remarkable gains in both revenues and ordinary
income, up 13% to ¥482.7 billion and up 30% o ¥17
billion, respectively. In particular, NYK Logistics' stood
out with a notable increase in ordinary income, which
increased by ¥3 hillion to ¥6.5 hillion, while airfreight
forwarder Yusen Air & Sea Service Co. Ltd. (YAS) boosted
ordinary income by Y1 billion to ¥10.4 billion.

NYK Logistics’ impressive growth in both revenues and
income was attributable mainly 1o four factors. First, ef-
forts were made to bolster deficit-ridden group compa-
nies and projects mainly through an improvement cam-
paign launched in 2005. Thorough reviews were under-
taken on all operations down to individual on-site activi-
ties at warchouses and elsewhere, to say nothing of reex-
amining the profitability of each project. Decisions were
made quickly when there was a need to withdraw from
or scale down activities that could hardly be expected to
show a profit. As a consequence, almost all the deficit-
ridden companies have climbed back in the black.

Second, three firms that are especially conducive o
boosting NYK Logistics’ earnings continued to come up
with robust business results. The trio — a logistics firm in
the United Kingdom engaged in warchousing and over-
land transport mainly for automobile paits, a buyer's con-
solidation company? in the United States, and a railroad/
truck brokering company? in the United States — further
expanded earnings thanks to increased freight movements
against a hackground of growing consumption and auto-

Logistics Business Revenues
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mobile production. Regrettably, however, a logistics firm
in Thailand, which had continued to register a high level
of earnings, suffered stagnation in fiscal 2006. But this
wis due to o temporary factor: a decline in operations
resulting from political unrest. The firm has already re-
covered smoothly in the current fiscal year.

The third income-boosting factor was new investment
in emerging economies, accompanied by increased earn-
ings. We vigorously pushed ahead with investment in
those regions — such as Russia, Poland, the Czech Repub-
lic, India, and Vietnam — where Japanese manufacturers
have actively set up business and generated fresh demand
for logistics in recent years. A primary emphasis is being
placed on the improvement of the software aspect through
such measures as hiring well-experienced local personnel.
Even though we are still in the stage of advance invest-
ment, some group companies into Poland and the Czech
Republic have already moved into the black.

The fourh factor was our efforts 1o make up for “miss-
ing links” (areas uncovered) in the logistics services of the
NYK Group. Because logistics operations cover a very wide
range of activities, there are diverse areas in which the
NYK Group's activities still tend to be insufficient as seen
in the railway/truck brokering business in Europe, NYK
has taken over specialized firms for brokering in both the
United Stares and Europe in an effort to supplement its
own operations in this field.

NYK has therefore devoted a
great deal of energy to devel-
oping new fields of business,
such as the nonasset-type lo-
gistics services inchiding the
above-mentioned brokering, in
addition to conventional logis-
tics operdations ceatering on
warchousing and overland
transport. This is believed to
have contributed to increased
earnings.

Warchouse in Torrance, California
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Business Prospects from Fiscal 2007

The: logistics segment expedts to boost revenues and or-
dinary income in fiscal 2007 as substantially as it did in
the previous year — that s, up 15% to ¥553 billion and up
249 10 ¥21 billion, respecatively. In particular, NYK Logis-
tics aims to increase ordinary income to ¥9.5 hillion.
One of the “missing links” in the existing business sec-
tors, which were already producing tangible results, was
the strengthening of relationships between logistics sub-
sidiaries abroad and local customers. Both airfreight for-
warder YAS and NYK Logistics are now highly depen-
dent on Japunese enterprises. Because logistics opera-
tions, especially forwarding, are locally focused businesses,
it's anly narural that NYK has an advantage in serving
Japanese customers. Nonetheless, in order to meet all
customer needs as a more global logistics operator, it is
imperative to penetrate local logistics markets aggressively.
For instance, YAS set up a subsidiary in India in April this
year, It's mainly targeting Japanese manufacturers, which
are setting up in India in rapid succession. Al the same
time, however, NYK Logistics intends to meet the logis-
tics needs of local customers in India by hiring well-ex-
perienced local expents who have specialized know-how,
The idea is to boost the earnings of the NYK Group as a
whale by establishing complementury refationships be-
tween NYK Logistics and YAS and extending this new
stratzgy around the globe. The same basic strategy ap-
plies to the ocean-freight forwarding business as well.
In order to reinforce ocean-freight forwarding under
the control of NYK Logistics, relevant head office func-
tions, previously performed by the Logistics Group at the
Tokyo head office, were transterred to NYK's Hong Kong
subsidiary in April this year. The aim is not only to make
it widely known both at home and abroad that NYK is
pushing ahead with a global suategy without being wed-
ded solely to the business center in Tokyo but also to
provide all customers with NYK's services while center-
ing head office functions on China, which promise to

NYK Logistics (Thailand) Co., Lid.

markedly expand logistics needs in the years ahead. Be-

cause Hong Kong is 1 major hub of information where

principal carriers and customers are based, NYK will en-
deavor 10 respond to customer needs by offering glohal
procurement logistics services.

It has been about a quarter of a century since NYK
embarked on logistics operations, and NYK Logistics fi-
nally managed to move into the black in fiscal 2005. Al-
though it took time to earn net income because of the
need to make great investments in advance, NYK Logis-
tics registered ordinary income of ¥6.5 hillion in fiscal
20006, as described earlier. Now that invesiment has been
made, NYK will enter a harvest season. NYK aims to
earn ordinary income of ¥9.5 billion in this fiscal year
and have NYK Logistics as a pillar to support its group’s
logistics business in and after fiscal 2008 together with
another pillar, the airfreight forwarder sector,

In its medium-term management plan, “New Horizon
2007, NYK aims to earn ordinary income of ¥30 hillion
on revenues of ¥700 billion from logistics services in fis-
cal 2010, of which NYK Logistics is projected to contrib-
ute orcdinary income of ¥15 billion on revenues of ¥440
billion. This means that NYK Logistics will need to more
than double its current profit. Accordingly, a positive study
will be made on the strengthening of customer services
through mergers and acquisitions as a means of increas-
ing earnings, in addition to the ongoing improvement
campaign.

1 Geperad term for NYK Group companies engaged in diverse Jogistics opertions, such
s warchousing, overland transport, oceardreight forwanling, and huyer's
consolitkition.

As of the end of fivez] 2000, there were 54 such companies both in Japan and abroad.

2 Services for undertzking the entire series of purchase zrrangements, from the placing
of ordees 10 customs clearance/loading into ships on behalf of major reeaiters and
other buyers that purchase various commedities from Chinese and other suppliers.

In particular, a major characteristic is 1o lower the cost of marine tanspon by

consalidating and packing small kots of commedities baund for different destinations
into single containers.

These services represent one of the supphy chain solutions offered, and a reference

system for tracking cargoes in terms of each onder placed is dso provided.

3 Providing overlund trnspart services under providers’ 0wn transpon management

sysiemy by concluding contracts with several wrucking/raitway companies without
pussessing trucks/raiaays.

Cross-tdock operations in the Torrance warehouse
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Business Results for Fiscal 2006 e
In fiscal 20006, the terminal operations segment increased

revenues by 13.8% to ¥126.9 billion and chalked up a sub- —
stantial 2.5-fold gain to ¥5.6 billion in ordinary income com-
pared with the previous year. The notble improvement in
business results was attributed to two factors — a surge in
cargo handling volume at the Ceres Paragon Terminal, lo-
cated at the port of Amsterdam in the Netherlands, and the
markedly improved earnings of terminal operator Yusen
Terminals Inc. (YTT) at the U.S. pont of Los Angeles, stem-
ming mainly from a hike in cargo handling charges.

FY2004 2005 2008 200':’_
{Forecast)

Container handling by YT1 at Los Angeles

Business Prospects from Fiscal 2007

in fiscal 2007 ending in March 2008, the terminal
operations segment expects 1o further boost hoth
revenues and ordinary income over the previous
year — by 4.8% to ¥133 hillion and by 16.1% t© ¥6.5
hillion, respectively. Container throughput at termi-
nals around the globe is growing faster than ever
thanks to the expanding seabome trade in line with
globalization. This favorable marker climate is
deemed cenain to enable terminal business to sus-
tain stable growth in the years ahead,

Our NYK Group, ranking among the world's lead- —
ing terminal operators, has 34 terminal facilities {in- B
cluding those for stevedoring) in Asia, Oceania, ‘ ' o PR
North America, and Europe. In 2006, moreover, we ‘ I
enterec into a memorandum of understanding with i
Dalian Port Container Co. Ltd., China Shipping Ter- :
minal Development Co. Ltd., and China Shipping
Terminal Development (Hong Kong) Co. Lid. for
the establishment of a joint venture to develop and
operate a container terminal at the port of Dalian,
This represents the first time that a Japanese com-
pany has directly invested in the construction and
management of a container terminal in China.

Henceforth, the NYK Group will continue 1o ex-
plore the possibilities of new investment in con-

|

|

| tainer terminals, primarily in fast-growing Asian
countries such as China, India, and Vietnam, while
striving to improve the earnings of the existing ter-
minals in order 1o further enhance the profitability
of our terminal business.

Ohi Container Terminal, Tokyo
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Business Results for Fiscal 2006

In fiscal 2006, NYK’s cruise segment increased revenues by 8.1% aver the
previous year to ¥44.1 billion, and registered an ordinary income of ¥4.6 bil-
lion — 2 remarkable improvement from the previous year's loss of ¥200 mil-
lion. NYK operates cruise ships through two subsidiaries - NYK Cruises Co.
lad. in the Japanese market and Crystal Cruises Inc.

in the U.S. market. Both firms chalked up income

growth over fiscal 2005. ﬁé;m‘“;f;‘fsm““‘"

In the Japanese market, NYK Cruises replaced its Gruising and Gruise Ships
28,856 GT cruise ship Astka (592-passenger capac- ﬁ.ﬁf"*ﬁ
ity), which had been in operation since QOctober 1991, Crystal Symphony
with the larger Asukea IT (50,142 GT, 800-passenger T T
capacity) in February 2000, Asuka i atracted numer- (ﬁ.g.ﬁ W
ous passengers throughout fiscal 2006 partly because Crystal Serenity
its deployment received a large amount of coverage _ _
from the mass media, and this contributed a great
deal to improving NYK Cruises’ earnings over the previous year.

Until fiscal 2004, Crystal Cruises had great difficulty doing business in the
U.S. market because of the cutbreak of the war in Iraq, terrorist attacks, and
severe acute respiratory syndrome (SARS). In fiscal 2005, however, cruise ship
baokings improved, mainly for travels to Europe during summer. And in fiscal
Hiroshi Sugiura 20006, Crystal Cruises carned its highest income ever, thanks to a brisk number

Representative Director of bookings on its two cruise ships throughout the year.
Sentor Managing Corporate Officer

Cruise Businss Revenues

Business Prospects from Fiscal 2007

(Eitions of yen) . . . . .
In fiscal 2007, the cruise business is expected 10 continue to regis-

ter stable earnings because demand for cruises i3 likely to remain
brisk. The first half of 2007 has witnessed steady bookings for
many cruises.

Therefore, NYK's cruise business is projected to boost both rev-
enues and ordinary income in fiscal 2007 — by 6.6% to ¥47 billion
and 8.7% to ¥5 hillion, respectively — over the previous year.

In the Japanuse market, cruise travelers still consist mainly of
those in the generation preceding the baby boom generation. In
the near future, however, baby boomers will become the mainstay
of Japan’s cruise market. Accordingly, demand for cruises is ex-
pected to steadily grow in the coming years,

In the U.S. market as well, baby boomers will enter a prime
bracket of cruise travelers, making it likely for the ULS, cruise mar-
ket to continue o expand in the years ahead, Crystal Cruises pres-
ently operates two large luxury cruise ships — Crystal Symphbony
(51,044 GT, 940-passenger capacity, built in 1995} and Crystal Se-
renity (68,000 GT, 1,080-passenger capacity, built in 2003). In No-
vember 20006, Crystal Symphony underwent a wholesale remaodel-
ing of shipboard facilities in anticipation of growing demand from
bzby boomers. Main public spaces of its cabins have been entirely
renovated to exude a bright and elegant atmosphere. The refur-
bished Crystal Symphony has been featured in the renowned travel
mugazine Travel + Leisire and has won a high reputation among
the ship's passengers.

Asuka If
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other Buainess

Other Business Revenues Bitions ai Aevanue Alr Cargo Demand Forecast
on Kllometars)
(Billions of Yen) =
280 Actual Farecast
1895-2005 Average annual growth rate .
- - 2005-2025% hgh
500 High  69% ’
Average anrual g Standard
510 | Standard 6.1%
. . R 210 grawth of 5.1%
Hiroshi Sugiura = low  S5% e
Representative Director /
Senior Managing Corpordate Qfficer a0 o //,
— O 1go5 2000 2005 2010 2015 2020 2025
Business Result *
f usF' SSI 2006 S Source: World Air Cargo Forecast 2004/2003, Boeing Comparry
or Fisca
. Alrfreight demand Is projected te continue

0 FY2004 2005 2006 2007

NGA'S révenuas will ba sepzrated fram (Forecast)
{iscal 2007 as independent air carga bustness, bul in this table,
they are 51ill regarded as part of *Othar Business Revenues.”

Other segments include NYK Group
companics engaged in u broad range

to grow at high levels, around 5 percent

every year, in China
in Asia.

and other economies

of business activities, such as trading,
manufacturing and processing, shipping agency opera-
tions, and restaurant ownership.

In fiscal 2006, other segments increased revenues by
17.5% to ¥275.2 hillion over the previous year, but regis-
tered an ordinary loss of ¥17.9 billion—a sharp increase
from the previous fiscal year's loss of ¥3.7 billion. This
was attributed mainly to the worsening of Nippon Cargo
Airlines’ (NCA) business results, even though earnings
from tradling services improved, and those from ship agents
and manufacturing and processing services remained
stable. NCA was previously an equity-method affilizte in
which the NYK Group and All Nippon Airways (ANA)

each had a stake of 27.0%. But in August 2005, the NYK
Group acquired a controlling share of NCA by taking
over ANA's share, and made the cargo airline a consoli-
dated subsiciary. NCA’s business results deteriorated be-
cause, first, airfreight movements declined, while com-
petition intensified, mainly in the intta-Asian market. Fur-
thermere, airfreight traffic usually peaks around Septem-
ber to December. In fiscal 2006, however, airffreight move-
ments stagnated.

Among other reasons were the nonperformance of out-
maded equipment due to low efficiency and mechanical
trouble, which also caused NCA to shoulder unexpected

repair expenses. More-
over, expenses for
quickly establishing in-
dependent systems for
aircraft operation and
mainteniance, now en-
trusted to another com-
pany, added 1o de-
pressed earnings.

New B747-400F aircraft

Phase Phase I

Period lor Independence Period for Take-0f
Phoenix Project 2.0 : Fleet Plan  (Bilions of Yen)  Fy2005 FY2006  FY2007  FY2008 FY2009 | FY2010 i Fy20m FY2012
Revenues 103.6 97.0 104.0 12,7 1300 165.0 200.0 235.0
Ordinary income -10.4 -18.1 -15.5 6.3 1.0 10.0 19.0 26.0
Operating cost per ATK (FY2005=100) 100 113 08 92 85 : 80 i 7% ! 75

Fleet | B747-200F 10 5 3 : : :

B747-400F 2 4 6 10 10 i 10 : 10 i 10
B747-6F 2 5 8 i M
Other capacities for non-Japanese routes (0) () (2.5) (3 (3} i 3 ! 0 i (0}
Total {end of FY) 12 9+(2)  9+{2.5) 10+(3) 12¢(3) © 15+(3) ! 18 i 21
Qwn aircrafts Average age (end of FY) 16.1 114 7.8 1.9 24 28 33 3.7
Average operating hours/day 12.2 1.1 1.4 12.6 12,0 128 132 13.2
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Business Prospects from Fiscal 2007

In fiscal 2006, NCA had a harder time than anticipated in
its original business plan. However, the firm's new me-
dium- and long-term management plan, “NCA Phoenix
Proect 2.0" {(fiscal 2000-2013), announced in April this
vea, culls for regaining profitahitity in fiscal 2009 - two
veass from now — and entirely eliminating accumulated
losses by the end of fiscal 2012. In fiscal 2015 — the final
year of the plan — NCA aims to register an ordinary in-
come of ¥35 billion on revenues of ¥300 billion.

The first three years (fiscal 2006-2008) of the new plun
are defined as a period for achieving independence, dur-
ing which a foundation will be laid for returning to the
black. Qurmoded Boeing 747-200Fs, which are inferior -
in fuel efficiency, will be successively retired so that by
fiscal 2008 the NCA flect will be entirely made up of new
Boeing 747-400Fs. Efforts will thus be made to improve
fuel efficiency and reduce maintenance and other costs
through the elimination of old equipment. Regarding
maintenance work, an independent system was imple-
mented in July 2007 to handle new aircraft only, and it
will be responsible for the entire NCA fleet when the
decommissioning of all old equipment is completed.
Morcover, NCA plans to be completely independent in
the rnanagement of its airplane operations by the end of
fiscal 2009. The renovation of the fleet, coupled with in-
dependence in aircraft maintenance and operation man-
agement, will contribute immensely to paring down overall
COSLS.

The next four years (fiscal 2009-2012) are regarded as
a period for a big leap forward, during which efforts will
he made to increase profit. From fiscal 2009, NCA will
introduce 14 Roeing 747-8Fs, the world's most advanced
next-generation cargo airerafi, ahead of other carriers.

Phase Il

Period for Growth

FY2015

Real Estate Business Revenues

{Billions af yen)

ceding year.
2006 2007
{Farscasty

O Fy2004 2005

16 In the real estate business,
we strove 1o raise rents and
enhance occupuncy rites (o
meet the demand for offices,
while endeavoring to re-
duce costs. As a result, this
segment boosted its ordi-
nary income in fiscal 2006
in comparison to the pre-

Cgr i b N

Nighttime loading/unloading of a B747

-200F at Narita Alrport

Compared with Boeing 747-200Fs, the cargo capacity of
Boeing 747-8Fs is 26% greater, while fuel consumption
will be reduced by as much as 36%. NCA intends to pro-
vide customers with even more compelitive services by
taking full advantage of the competitive edge of these
state-of-the-ant airplanes, Furthermore, the scheduled
enlargement of both Nurita and Haneda airports from
2010 will enable NCA to markedly enhance its opera-
tional efficiency. NCA will also positively push ahead with
the promotion of partnerships with cargo airlines abroad
in order to further expand its fundamental nerwark of
business hubs.

NCA is expected to increase earnings from fiscal 2007
by steadily undertaking the above-mentioned measures.
Even though the company will continue to suffer ordi-
nary losses until fiscal 2008, it intends 1o break even in
the second half of that fiscal year. Over the next four
years (fiscal 2009-2012), NCA’s earnings are projected o
continue growing, helping the company to develop into
a top-notch global airfreight carrier, armed with an emi-
nent competitive capacity o meet the wide-ranging needs
of customers,

RealjEstatelBusiness

NYK: head office
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NYK's Efforts Geared Toward Safe Operations

Hiroshi Sekine
Corporate Qfficer

Measures for Vessel Operating Safety

Sharing Safety Awareness between Management
and Job Sites

The NYK Group for its part has taken various steps over
the years to ensure the safe operation of vessels.

In April 2007, for instance, the Safety and Environmen-
tal Management Committee convened its 14th plenary
meeting, and all member executive officers and employ-
ees —from the president down - attended. The commitiee's
plenary session is in charge of undertaking an annual
comprehensive review of day-to-day working-level ac-
tivities and deciding on an action policy for the new fis-
cal yvear. In addition to that meeting, the president and ali
other executive officers concerned regularly visit vessels
in operation as part of a periodic campaign for opera-
tional safety, in order to ensure a common awareness of
vessel operating safety between top management and
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on-site personnel,
This is a major characteristic of the NYK Group’s drive
for vessel operating safety.

Near Miss 3000: Eliminating Accident Possibilities

An example of an on-site endeavor that has proved fruit-
ful is the Near Miss 3000 activity, which the NYK Group
has conducted since 2003, This campaign is designed to
encourage the reporting of not only near miss incidents
in general but also the multitude of unsafe acts and con-
ditions that could eventually cause a serious accident.
The aim is for every single on-site crew member to iden-
tify any unsafe act or condition, and successfully remedy
the sitwation. This campaign is being conducted aboard
all vessels operated by the NYK Group. The initial target
was to identify and improve about 3,000 cases. However,
the number of cases of improvement reported in fiscal
2006 was around 17,000 - far exceeding the target. The
Near Miss 3000 activity, now dubbed “DEVIL Hunting,”
has even been extended to shipowners and ship-man-
agement companies outside the NYK Group. The idea is
to identify DEVILs (Dangerous EVents and Irregular Looks
—namely, potential causes of accidents and trouble), which
may be found aboard any vessel, at an early stage and

Heinrich's Law

DEVIL

Dangerous EVents and lmegular Looks

o .




eliminate them one by one.
This campaign will be continued steadfastly so as to
ensure completely safe operation of the NYK flect.

NAV9000: NYK’s Unique Vessel Operating Safety
System

Ancther step in NYK's drive for vessel operating safety is
NAVA000, the NYK Group's own safery standards estab-
lished in 1998 and continually improved ever since. Ves-
sel operating safety stundards are delineated in interna-
tional conventions and the regulations of each country
and port. In addition to these conventions and regula-
tions, which need to be observed as minimum require-
ments, NYK established NAVOO0O as a way to incorpo-
rate requirements NYK considers essential for vessel op-
erating safety and environmental protection, based on
the lessons of its past with accidents and vessel problems
as well as customer needs.

Vessels currently operated by the NYK Group full into
two categories — those owned by the group (about 250
vessels) and those chartered from other shipowners (about
450 to 300 vessels). Responsibility for the operational safety
of chantered vessels rests, in principle, with their owners,

Nonetheless, the NYK Group makes no distinction be-
tween its own and chartered vessels when applying
NAVD000 standards. NYK informs owners of chartered
vessels of the NAV9000-based safety rules 1o observe.

The NYK Group's safety specialists are also dis-
patched regularly to those vessels to confirm that op-
erating safety is properly maintained and what, if any,
improvements are required. A total of 3,238 requests
for irnprovement resulted from visits to 369 vessels in
fiscal 2006. If an improvement is deemed necessary,
the basic cause of the problem is identified and mea-
sures are taken to prevent its reoccurrence. This is done
in close cooperation with shipowners and ship-man-
agement companies to maintain and further ¢enhance
vessel operating safety.

Securing and Training Seafarers
Upgrading System for Securing Cadets from
Overseas

Another very important task in the shipping industry is o
acquire and train sible crew members in order 1o ensure
vessel operating safety, which is a4 cornerstone of the
shipping business. The NYK Group, which currently op-
crates about 740 vessels, has decided to enlarge its fleet
10 950 vesscls by the end of fiscal 2010. As a result, the
required number of senior officers (masters, chief engi-
neers, navigation officers, and other engineers) is also
expected 1o rise by 50% o 3,000 or so from the current
2,000.

Accordingly, how best to secure and train these addi-
tional seafarers poses an urgent problem. There dre two
ways (0 cope with an insufficient number of senior offic-
ers. One is to recruit new seafarers through manning
companies around the globe for immediate assignment
o NYK vessels. The other method is to hire and train
new graduates from seafarer training institutes, such as
mercantile marine colleges. The NYK Group will devore
more effort than ever to hiring and training new gradu-
ates, in addition to hinng experienced seafarers for im-

Singapore tralning center’s ship’s bridge simulator
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mediate service. To this end, the NYK Group has already
taken some specific steps.

For instance, it established a system last year to bring
20 cadets — i.e., students who require about a1 year of
shiphoard experience to obtain their seamanship certifi-
cation after their term in the classroom — on board each
of four new vessels (three containerships and one LNG
carrier) slated for completion in 2008. The hands-on ex-
perience will serve to reinforce the basic education ac-
quired by the foreign cadets in the classroom. By in-
creasing the number of NYK-accepted cadets to 200 per
year under the above-mentioned system, the NYK Group
intends to train fledgling crew members from an early
stage as prospective senior officers for its fleet.

Opening a Mercantile Marine College in the
Philippines

Furthermore, the NYK Group inaugurated a mercantile
marine college — the NYK-TDG Maritime Academy—in
the suburbs of Manila, the Philippines, in June 2007, It is
not unusuzl for shipping Arns t© set up training institutes
on their own for seafarers, However, the establishment
of a mercantile marine college is rare even in the
world's shipping community. NYK’s predecessor,
Mitsutbishi Mail Steamship Company, set up the pri-
vate Mitsubishi Mercantile Marine School in 1875,

and this school later became Tokyo University of Mer-
cantile Murine, now renamed Tokyo University of Marine
Science and Technology. Therefore, the forthcoming in-
auguration of a new mercantile marine college marks the
NYK Group's second such move in about 130 years. The
aim is to secure able senior officers by training students
of the new school according to the NYK Group’s stan-
dards.

The NYK Group presently employs about 13,000 for-
eign seafarers, about 70% of whom are from the Philip-
pines. The NYK Group thinks that the Philippines will
continue to be a key tmining center for seafarers in the
years ahead. Even so, NYK will also accept senior officers
from other countries around the world, including India,
Croatia, Romania, China, and Vietnam, Therefore, the NYK
Group is additionally establishing recruiting and training
centers in various countries other than the Philippines with
paricular emphasis on reinforcing a network of training
facilities, as was the case with the inauguration of a train-
ing center for senior officers in Singapore in November
2006. The NYK Group enables more than 400 senior sea-
farers a year to acquire high-level management training.

NYK-TDG Maritime Academy
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Social Contribution Activities

A Good Corporate Citizen

As a good corporate citizen living responsibly in this glo-
bal society, the NYK Group is committed to proactively
tackling the challenges presented by society, and through
all NYK activities, striving for the enhancement of corpo-
rate values for all the company’s stakeholders.

In line with this basic philosophy, NYK has partnered
with nonprofit organizations (NPOs) and nongovernmen-
tal organizations (NGOs) 10 contribute to social activities.
Picture Books for Children in Cambodia and Laos
Since January 2005, NYK has been assisting the Shanti
Volunteer Association (SVA) in their “Books for Children
Campaign,” a campaign to send picture books to chil-
dren in Cambodia and Laos. Employees of NYK Group
companies attach 10 picture book pages seals on which a
transhation into a locul language: is provided. These hooks
are then transported free of charge by the NYK Group's
vessels to children in these two countries.!

Reconditioned Bicycles and Used School
Backpacks
The NYK Group has been cooperating with the Japanese
Organization for International Cooperation in Family Plan-
ning (JOICFP} by offering free services to carry recondi-
ticned bicycles and used school hackpacks o develop-
ing countrics.?

The: bicycles are donated to local birth attendants and
other community health workers, helping them promote
local health-care activities, and school backpacks from

: LY '.uﬁ‘u.u a
Cambodian Children reading picture books sent from Japan
Photo hy Shanti Yolunteer Association

Japan to carry textbooks and school supplies have be-
come a symbol of basic education for children in Af-
ghanistan,

Aid Activities in Disaster-Stricken Areas

When an earthquake hit central Java in May 2006, NYK
transported aid supplies by sea, jointly with Jupan Plat-
form, an international humanitarian assistance organiza-
tion. NYK also made a monetary donation to the Asso-
ciation of Medical Doctors of Asia (AMDA). Further, group
officers and staft banded together to make a donation,
which included a martching gift’ from the company, to
Plan Japan.

NYK Nature Fellowship

In 2006, NYK launched a social contribution project in
collaboration with Eanhwartch Institute-Japan 1o help to
conserve the natural environment and to assist furure gen-
erations. Under the NYK Nature Fellowship, NYK sends
university students, us well uas employees from the
company's subsidiaries, as helpers to assist overseas ma-
rine environment research and study activities.

For more details of NYK's social contribution activities,
please visit our website at

<http//www.nyk.com/profile/cst/social/index. htm>.

I NYK Group employees attached translations to 455 books and transported
47,072 buoks over the three years through fiscal 2006, In fiscal 2000, Nippon
Cargo Airlines (NCA) Co. Lud. and NYK Line (Japan) Ltd. wook part in the
volunteer event to affix translation seals.

2 By the end of fiscal 2006, NYK had transported 17,566 bicycles and 27,029
backpacks.

3This is a system under which the company matches the amount of money
employees donate to NPOs and other organizations.

Actlivity policies
1. Promotion of employee involvement

in social activities Office for
To strive to develop a (lexible and energetic Corporate
corporate culture thut sespects diversity and Citizenship

achieves a high sense of integrity by promoting
employee involvement in social activities that
expose workers to different values and perspectives
2. “Investment” In our future global sociery
To contribute 10 the realization of a better global society by widely
tnvesting our versatile management resources in sociery
Arcas of investment: activities that support the environment and
intermarionil contributions that foster the development of fiture
generations
3. Promotion of mutual prosperity and harmony with local
commurnitics
To work in a positive manner with local communities towand mutual
prosperity and harmony
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Corporate Governance Initiatives

To ensure that it maintains the trust of its shareholders, customers, business partners, regional
communities and other stakeholders, NYK strives to create and maintain a management
structure that provides appropriate management transparency and efficiency.

Organization of Internal Systems

NYK employs an auditing system. Within the NYK Audit-
ing Department is a board four Corporate Auditors, two
of whom are inhouse and o external. Duties executed
by Company Directors are audited under the system.
Corporate Auditors audit the execution of duties by com-
pany directors. The Board of Corporate Auditors has
formed an Auditing Department, comprising the full-time
corporate auditors.

Our Board of Directors, which comprises 14 members,
makes decisions involving legal matters, sets major man-
agement policies and strategies, and oversees the execu-
tion of business activities. We also employ a 42-member
Committee of Directors, which includes some members
of the Board of Directors. This comimittee focuses on the

execution of business matters, based on board resolu-
tions and decisions.

The Executive Committee for Strategic Management,
which deliberates matters of major imporntance from the
viewpoint of management strategy, comprises members
at the senior managing director level or above and deter-
mines direction for the Board of Directors, We have also
established the NYK Group Conference of Presidents to
strengthen Groupwide management and transparency.

In June 2006, we established an Advisory Board com-
prising six key individuals from outside the NYK Group,
with the aim of increasing the level of impartiality and
diversity of advice and proposals the group receives, ul-
timately contributing to increases in corporate value.

3
(GeneralMeetingotiSharehotders
lAssign, remove membars ASsign, remove members l
Audit
Board of Directors {14 members, - Board of Corporate Auditors {four members)
Sets management policy, == — -
oversees operational execution) - —— Einancial Auditors
Assign, remove,
supervise members
Advisory Board (six members)

Executive Committee for -t

Strategic Management Reports

{Delicerates matters of importance) -4— =

L NYK Group Conference of Presidents

Comrmitiee of Corporate Officers

42 members

L Internal audits
Headguariers Divisions Internal Auditing Office
Group Companies B S
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This bouard provides advice to the Executive Committee
for Strategic Management,

This internal structure is designed o provide clear lines
of authority and responsibility for business operations,
allow fast and appropriate decision making, and increase
management transparency and efficiency.

Internal Control System

Corporate auditors organize the structure for effective au-
diting, and the Internal Audit Department, which serves
as the primary audit body for all companies in the NYK
Group, checks and evaluates group businesses for effi-
ciency and effectivencss.

(1) Compliance with Laws and Articles of
Assgciation

To strengthen our corporate governance structure ahead
of the May 2006 enactment of the Company Law in
Japan, in April 2006 we established the Internal Control
Committee under the Corporate Social Responsibility
Management Headquarters. NYK's president heads this
committee, which oversees the Compliance and Risk
Management Group. To elucidate our corporate stance
clearly to people both inside and outside the group, we
have established the NYK Group mission statement. We
have incorporated this statement into the NYK Line Busi-
ness Credo, which describes the codes of conduct that
all directors and employees must follow. These guide-
lines furm the basis for the thorough enforcement of
compliance. Qur internal structure consists of a Compli-
ance Committee and a chief compliance ofticer (CCO).
We have also sel up an office for consultation to en-
courage reporting from within the group to prevent even
minor problems or potentiul issues from escaping our
notice. In April 2006, we put in place a hotline system
based on Whistleblower Protection Act stipulations.
Furthermore, every vear we conduct a variety of pro-

grams during our compliance checkup month, Septem-
ber, to keep all our directors and employees tully con-
scious of the need for compliance and encourage them
to take specific measures to that end.

(2) Risk Management

Supervisory departments within the Company respond
to the various types of operating risks that our business
involves, and various controls have been enacted to en-
sure compliance with internal regulations. To further en-
sure appropriate risk management, the Company created
the Risk Management Chamber o periodically measure
the company’s overall risk management activities, and
from April 2000, this depariment became the Conmpli-
ance and Risk Management Group. With this department
at the core, we have created 2 company-wide internal
control system and a Risk Management Team to meet the
need for an integrated approach toward ongoing internal
control, with controls in place for various types of risk.
The Corporate Social Responsibility (CSR) Management
Heuadquaners creates internal control structures for the
entire company.

(3) Financial Reporting to Ensure Trustworthiness
and Compliance with Disclosure Requirements

In its financial reporting, NYK applies corporate account-
ing standards that are generally accepted to be fair and
appropriate and seeks to maintain its own trustworthi-
ness. We realize the imponance of the timely disclosure
of corporate information with documentation that con-
forms 1o the Financial Product Transaction Law (the re-
vised Securities Exchange Law), the Jupanese Company
Law and other legal stipulations. Furthermore, we ac-
tively comply with the regulations set forth by securities
exchanges and provide sharcholders, investors and other
stakeholders with a range of information through our
investor relations activities and our website. To gather
disclosure information related o our statements of ac-
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counts, we have designated a reporting division that gath-
ers disclosure information from each departrrrlent without
allowing leaks, and have set in place a checking system.
The Information Disclosure Committee, chaired by
the president, reviews disclosure control and compliance;
this committee creates a system to evaluate the company’s
conformance in periodic financial securities reports.

(4) Creation of an Internal Control System Based
on the Financial Preduct Transaction Law

The Financial Product Transaction Law (the revised Se-
curities Exchange Law), enacted in June 2006, makes com-
pulsory the submission of reports on internal control struc-
tures from the fiscal period ending March 2009. In accor-
dance with the spirit of this law, the Company estab-
lished the Internal Control Project Office in October 2006
to reinforce Groupwide internal control syétems related
to financial reporting, thereby assigning to a specialized
department duties that previously were conducted by ac-
counting groups. The Company has also created a JSOX
Task Force within the Internal Control Committee, The
task force, whose members include executives who head
husiness divisions, is a directional decision-making insti-
tution. Regional administration officers have been charged
with the promotion of control systems for overseas Group
companies. I

Executive Compensation

Executive compensation paid to Company directors and
auditors during the year under review includes ¥155 mil-
lion in scheduled payments of director bonuses, as ap-
proved at the 120th Ordinary General Meeting of Share-
holders. (Amounts of less than one million yen have been
rounded off.) Auditors

{of which, to outside
Directors  corporate auditors) Total

Executive  ¥751 million  ¥86 million '¥837 million
compensation (¥20 million) '

Auditor Compensation

Compensation paid to auditors during the year under

review is indicated below. (Amounts of less than one

million yen have heen rounded off.)

1) Compensation for activities stipulated by Section 1,
Article 2 of the Certified Public Accountants Law:

¥59 million
2) Compensation other than that described above:
¥16 million

Corporate Audits, Audit Organizations
and Financial Audits

NYK has established the Internal Auditing Deparument,
comprising 14 members, which performs audits in accor-
dance with our internal audit resolutions. We have also
created overseas group administration offices (GAOs) in
five locations — the United States, Europe, South Asia,
East Asiz and Oceania — to perform business audits and
audit the system for controlling cash flows into and out
of the Company. Each GAO reports to the Internal Audit-
ing Department and the heads of regional headquarters,
acting with the department’s direction and guidance, All
four of our auditors, including two outside corporate
auditors, follow the audit procedures set by the board of
corporate auditors. These auditors participate in board of
directors’ meetings and other imponant meetings, listen
to the status of duties executed by directors, the Internal
Auditing Department and other personnel, and peruse
documents involving important decisions. One member
of the Internal Audliting Department supports the auditor
in his auclit activities. Corporate auditors ensure the im-
partiality of financial auditors, and corporate and finan-
cial auditors work together to ensure seamless communi-
cation and a mutual exchange of information while striv-
ing to improve auditing efficiency.

Corporate auditors convene each month for a meeting




of Board of Corporate Auditors 1o review audit results
and share other information. These auditors also meet
periodically with the Internal Auditing Department, and
meet every three months with the financial auditors,
therchy promoting communication among the three
audit groups.

NYK’s financial audits are conducted by certified pub-
lic accountants Takashi Nagata, Yuji Itagaki and Atsushi
Numata, all of whom are with the firm Deloitte Touche
Tohmatsu. Assisting these three are 35 other certifiec] public
accountanis, eight accounting assistants and 38 others.
Audits are performed according to generally accepted
standards for audit fairness and appropriateness.

Hurnan, Capital, or Other Relationships
or Interests Existing between NYK and
Its Outside Directors and Outside
Corporate Auditors

Keisuke Kitajima, an outside corporate auditor for NYK,
is a director of the Daiwa Securities Group Inc. and an
outside corporate auditor of Nippon Life Insurance Com-
pany. Hidehiko Haru, also an outside corporate auditor,
is an advisor {part-time) of the Tokyo Electric Power
Company, Inc. NYK has business relationships with Daiwa
Securities, Nippon Life and Tokyo Electric, but no per-
sonal interests exist between NYK and these outside cor-
porate auditors individually.

Company Activities during the Past Year
to Improve Corporate Governance

As NYK is expanding its operations on a global scale, its
compliance initiatives must extend (o its overseas com-
panies as well as domestic operations. In the past year,
we have conducted compliance training at 12 overseas
locations, providing instruction and extensively strength-
ening compliance at our overseas companies and

branches. Furthermore, we have implemented an English
language e-leamning system that provides an environment
enabling all employees at all locations to study on their
own at any time from their own personal compurers,

In addition to the internal audit activities that NYK
conducts in fapan, we distributed questionnaires designed
to allow all overseas companies in the NYK Group to
conduct self-evaluations of their internal compliance.
These evaluations are being complemented with on-site
audits by managers of the Company and its principal
business partners. In addition, we had managers com-
plete a questionnaire concerming the internal control struc-
ture of the Company.

As mentioned above, the May 2006 enactment of the
Company Law in Japan made compulsory the establish-
ment of internal control structures and systems, and the
June 2006 enactment of the Financial Product Transac-
tion Law (the revised Securities Exchange Law), made
internal control audits a legal obligation. In response, we
established the Internal Control Committee and the JSOX
Task Force.

Similarly, in line with the 2006 Company Law Enforce-
ment Regulations, a resolution was passed at a May 2000
board of directors’ meeting to create an internal control
system. Additionally, at a meeting in March 2007, the
hoard of directors again passed a resolution in this re-
gard, involving revisions and updates in accordance with
its current state of progress,

In the future, we will continually strive to implement
corporate governance (o ensure management in a way
that is hoth fair and transparent,
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Consolidated Six-Year Summary

Nippon Yusen Kabushiki Kaisha and Consolidated Subsidiaries

Millions of yen

2007 ™ 2006 2005 W 2004 2003 2002

Years ended March 31: ‘
Revenues ¥2,164,280 ¥1,929,302  ¥1.606,098  ¥1,398.320  ¥1,249,.242  ¥1,142.934
Costs and expenses 1,840,785 1,594,598 1,283,769 1,158,352 1,037,373 945,950
Selling, general and administrative

exXpenses 218,553 194,223 160,954 148,035 142,746 131,425
Operating income 104,942 140,481 161,375 91,933 69,123 05,539
Inceme before income taxes and

minority interests 115,137 143,560 127.213 61,336 32,647 31,709
Income mxes—current 44,172 53,839 51,366 33,798 15.350 13,159
Income taxes—deferred 4,430 (3,262) 580 (9,512} 93 (337
Minority interests 1,497 2,924 3,941 2,439 3,097 1.348
Net income 65,038 92,059 71,326 34,811 14,293 17,539
As of March 31:
Total current assets ¥ 530971 Y 460,536 Y 3993501 Y 370674 ¥ 350,228 ¥ 313917
Total current liabilities 697,050 612,155 477 865 425,754 370,522 387,322
Total vessels, property and equipment,

net of accumulated depreciation 946,328 856,005 701,157 652,405 651,160 685.712
Total assets 2,135,442 1,877,440 1,476,227 1,376,664 1,287,170 1,339,923
Long-term debt 584,566 506,231 464,196 491,233 548,926 547,657
Total equity 700,718 575,360 427,771 358,045 288,363 320,096
Retained earnings 312,606 266,568 203,774 146,756 122,272 116,350

Yen

Per share of common stock 2
Net income ¥ 52.99 ¥ 75.04 ¥ 58.12 ¥ 28.27 Y 11.48 ¥ 14.23
Diluted net income: - —_ — — — 14.23
Net assetls 534.90 471.05 350.10 292.88 23581 260.80
Cash dividends applicable to the year 18.00 18.00 18.00 10.00 7.50 7.50

Notes: (1) “Per share of common stock” is caleulated based on the weighted-average number of commen shares outstanding during vach fiscal vear.
(2) From the fiscal year ended March 31, 2003, the Company applied the Accounting Standards Related to Accounting for Net Income per Share
(Corporate Accounting Standard No. 2) and Guidelines for Applying Accounting Standards Related w Net Income per Share (Guideline No.
4 for Applying Corporate Accounting Standards) (o caleulate equity per share and primary and fully diluled net income per share. The impact

of these changes was minimal,

(3} Although vessel expenses, long-term charter charges related to vessels other than contuiner ships used to be recognized in the year in which
they incurred, from the year ended March 31, 2003, the Company changed its accounting such that in principle they are now recognized
upan completion of arrival back at the port of origin.

() From the fiscal year ended March 31, 2003, the Company applied early to its consolidated financial accounts the Accounting Standards Related
1o Impairment Loss on Fixed Assets (Opinion Paper on the Establishmenttof Accounting Standards for Impairment Loss on Fixed Assets,
released hy the Financial Services Agency Business Accounting Council on August 9, 2002) and Guidelines {or Applying Accounting Stan-
dards for Impairment Loss on Fixed Assets (Guideline No. 6 for Applying Corporate Accounting Standards, October 31, 2003), as well as the
Pantint Revision to Standards for Accounting for Retirgment Benefits (Corporiie Accounting Standards Guideline No, 3, March 16, 2003) and
Guidelines for Applying Partial Revision to Standards for Accounting for Retirement Benefits (Guideline No. 7 for Applying Corporate
Accounting Standards, March 16, 2005), The Company itlso revised its method of accounting for costs related to ship officers.

(3) From the consolidited fiscal year ended March 31, 2007, the Company began applying the Accounting Standard for Directors’ Bonuses
(Corporate Accounting Standard No. 4, November 29, 2003). The Tentative Solution on Accounting for Deferred Assets (Accounting Stan-
dards Board of Japan. Practical Issues Task Force No. 19, August 11, 2006), was applied with respect to costs related to the issuance of
corporate bonds in the consolidated fiscal year ended March 31, 2607, which resulted in a change from the straight-line amonizition of these
costs over a three-year period to the straight-line monthly amortization of these costs until the date of redemption. The post-revision
Accoumting Standards for Financial Instruments {Accounting Standards Board of japan, Corporate Accounting Standard No. 19, last revised
August 11, 2006) was applied from the consolidated fiscal year ended March 31, 2007, The impact of applying the Accounting $tandard for
Presentation of Net Assets in the Balance Sheet (Accounting Standards Board of Japan Statement No. 5, December 9, 2005) and the Guidince
on Accounting Standards for Presentation of Net Assets in the Dalance Sheet (Accounting Standards Board of Japan Guidance No. 8, !
December 9, 2005) is described in Note 3.P to the consolidited finincial statements.
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Management’s Discussion and ﬁt:nalysis

(
Overview of Operating Performance l

[
During the fiscal year ended March 31, 2007, the global
economy continued to expand, as key countries maintained
growth rates which were comparable 1o the prece:ding term,
In the United States, the rate of economic growth slowed
to 3% in the second half, whereas the rate of :cconomic
growth in Europe outstripped the preceding term, at more
“than 2.5%. Also notable was the economy of the People’s
Republic of China, which ¢xpanded by 10%. The rate of
expansion in global trade and marine tr:mspor:l volumes
surpassed the preceding year's growth rates. In Japan, higher
levels of capital investment and exports, as \:m-:ll as an
improved employment situation, supported an ongoing
recovery in the domestic economy. !
Affected by sharply higher bunker oil priceL and rises
in other operating costs, the NYK Group endTavored 1o
reduce costs in a host of areas throughout the iyear. Con-
solidated revenues amounted to ¥2,164.3 billio |(up 12.2%
from the preceding term), surpassing ¥2 trillion for the first
time, although income declined. Operating in:come wias
¥104.9 billion (down 25.3%), erdinary income came to ¥107.5
billion (down 23.4%) and net income amountéd 10 ¥65.0
billion (down 29.4%).
The 12.2% increase in consolidated revenues reflected
revenue growth in the shipping segment, coml?rising liner

tracdle and other shipping, owing to such factrrs as fleet

expansion. Non-shipping segments, including logistics, ter-
minal and harbor transport, and the cruise category, also
posted higher revenues.

However, cost of sales rose 15.4%, affected by the surge
in bunker oil prices, causing operating income to decline
¥35.5 billion from the preceding term, and pushing down
the ratio of opcra[in'g income to revenues 2.5 percentage
points, from 7.3% to 4.8%. The non-operating balance im-
proved on the back of increases in interest income and
investment income, as well as equity in earnings of uncon-
solidated subsidiaries and associated companies. In addi-
tion, mainly due to gains on the sale of investment securities,
net income fell ¥27.0 hillion compared with the preceding
term,

During the term, each ¥l per US$$1.00 change in
exchange rates had a ¥1.4 billion impact on ordinary income:.
As the average exchange rate during the year was ¥116.91
per US$1.00, yen depreciation against the U.S. dollar had a
¥5.2 billion positive effect on ordinary income. Each US$1.00
per metric ton change in bunker oil prices during the year
affected ordinary income by ¥300 million, so conversely
the U$$35.69 per metric ton increase in average bunker oil
prices during the term, 1o US$318.77 per metric ton, had a
negative impact on ordinary income of approximately ¥10.7

billion,

Revenues Operating Income and Net Income and
Qparating Margin Return on Equity (ROE)
(Billions {8illions (Billiens
of yea) of yen) ; 3% of yen) %)
2,400, 200 10.0 100 20
1,800 150 / 7.5 75| / 15
1,200 100 50 50 / 10
800 50 2.5 25 B
g 03 04 05 08 O7 003 04 G5 06 07 ¢} 003 04 05 06 O7 s}
W Gperating r'ncorw W Net income — ROE
— Operating marg:r
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Industry Segments

Performance by business segment is as follows.

LINER TRADE

The freight market was solid on all liner routes, and freight
rates recovered somewhat on European routes. [n addi-
tion, vessel wtilization rates and freight rates were favor-
able on Australian routes, boosting revenues from liner trade
compared with the preceding year. On the other hand, the
impact of the lower freight rates that commenced in winter
of the preceding term, persistently high bunker oil prices
and higher costs to operate terminals, railways, trucks, feeder

boats and the like caused ordinary income to fall substan-

tially from the previous term, reflecting the harsh husiness

environment facing shipping routes.

OTHER SHIPPING

The other shipping segment comprises 1wo subcategories:
bulkers, which transport such products as iron ore, coal
and other bulk cargo, as well as cars; and tankers, which
transport crude oil, LNG, and petroleum and chemical

products.

Bulkers

Car carrier transport volume benefited from continued l)uoy;
ancy in global freight markets and outperformed in volume
the previous year's results and targets for the year under
review, With demand continuing to outstrip shipping
capacity, we worked to maintain our stable provision of
shipping transpor services by sourcing short-term charters
in the market, implementing efficient shipping schedules,
and completing the construction of six large new vessels.

The bulk transport market hencfited from a rise in trans-
port volumes of such items as iron ore, coal, grain, steel
products and cement, centered on China and other rapidly
expanding economies. Such demand pulled the market out
of its temporary decline, through an expansionary phznsé
and ¢n to a high plateau.

Amid these favorable condilions, we successfully con-
cluded new medium- and long-term contracts with domes-
tic and overseas customers. In the handy bulker business,
NYK Global Bulk Corporation enjoyed a market recovery,
following a Sluggish second half in the preceding term.
Bolstered by strong demand for mainstay products, the

company surpassed its initial income targets.

Tankers

Crude oil lankers, LPG carriers and LNG carriers under long-
term contracts continued to perform Favorably. Strong
summer gasoline demand and demand for inventory stock-
piling led 1o paositive first-half demand for crude oil tank-
ers. Demand fell off in the second half, however, as the
warmest winter weather on record reduced demand for ot
and the Organization of Petroleum Exporting Countrics cur-
tailed production from November 2006. As a result, oil trans-
port demand fell to its lowest level since fiscal 2002,
Although construction on three petroleum product tankers
was completed during the term, shuggish demand for heat-
ing oil—particularly in the second half—as well as excess
petroleum product inventories, created results similar o
those in the crude oil market. Accordingly, profits from the

tanker business fell below the previous yeur's level.

LOGISTICS

The logistics segment significantly outperformed the previ-
ous year's levels. NYK Logistics successfully acquired a
number of major customers in North America, and domes-
tic transport services remained robust. In Europe as well,
utilization rates rose for new facilities constructed afier 2002,
thereby boosting earnings. This factor, coupled with the
rationalization of existing facilities, prompted improvements
in income. Political factors temporarily suspended activi-
ties in Thailand, 2 pillar for our operations in Asia, but
overall logistics demand increased, supported primarily by
customers in the automotive, retail and electrical products
sectors. Domestically, NYK Logistics (Jupan) Co., Ltd., con-
tinued to perform favorably, contributing to stronger rev-
enues. Yusen Air & Sea Service Co., Lid., which handles
the air cargo business, posted solid revenues and profits
despite operating in an environment marked by increas-

ingly stringent competition.
aly 8

TERMINAL AND HARBOR TRANSPORT

Improved cargo handling fees and the favorable perfor-
mance of associated companies enabled the terminal and
harbor transport business 10 post a performance surpass-
ing both the previous year's levels und our initial rargers.
The launch during the year of container terminal opera-

tions at the Port of Dalian, China, contributed to these results.
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CRUISE Ib
'U.S. mar-

ket—both in the peak summer season and in the slower

Strong occupancy rates for cruises targeting the

winter period—enabled this segment 1o outpace its initial
targets for both revenues and ordinary income. In Japan,
the first full year of operation of the Asuka II and the suc-
cessful cultivation of new demand helped us 10 benefit from
economics of scale. Accordingly, the overall crpise busi-
ness outperformed the previous year's results and|our initial

targets.

REAL ESTATE AND OTHER

i
Against the background of robust demand for ofificc space

in the real estate industry, we were able 1o increase rents

and boost occupancy rates, while working to[cut costs.

Analysis of Financial Condition

Profits increased as a result. In the other business category,
trading business performance exceeded the preceding year's
level, helped by favorable sales of shipboard equipment
and machinery for new vessels. Overall performance in the
shipping agency business, manufacturing and processing
business, and restaurant operations was on a par with the
preceding year's levels. Nippon Cargo Airlines Co., Ltd.,
however, delivered results substantially belos target, owing
to an overall cargo market devoid of demund peaks, break-
downs on aged aircraft and rising fuel costs. To overcome
these issues, we continue to introduce new aircraft and are
working toward a self-sustaining system of cargo and
facilities, with the goal of moving into the black in fiscal
2009.

ASSETS
As of March 31, 2007, iotal assets were ¥2,135.4 billion,l an

increase of ¥258.0 billion from one year earlier. This caused

current dassets (o increase ¥79.4 billion, owing [(1 expanded
sales. Our investment in shipbuilding was reflected in brisk
results for the construction in progress category, which grew
¥54.2 billion. The inclusion of higher stock prices prompted
a ¥32.0 billion increase in investment securities. This com-
bination of factors caused non-current assets (o increase

¥178.6 billion, compared with the preceding term.

LIABILITIES

Total liabilities increased ¥168.6 billion, to ¥1,434.7 biltion.
Although the outstanding level of commercial paper
decreased, interest-bearing debt increased ¥124.7 hillion,
owing to higher levels of shor-term bank loans and long-

term debt.

EQUITY

Total net assets at the end of the term amounted 1o ¥700.7
billion. This figure is the sum of ¥657.1 billion in equity
plus ¥43.6 billion in minority interests. As a result, the debt-
to-equity ratio at the end of the term was 1.4 times, up 0.1

point from the end of the preceding term.

Interest-Bearing Debt Total Equity and Equity Ratio Debt-to-Equity Ratio Cash Flows
{Billions (Billions {Billions (Billions
of yen) of yem) % of yen} (Times) of yen)
1.000] 800 [ — 1 22 3,000 4 200
750 00| 24 750 3 100
500 400 16 500 2 0
250 200 8 250 1 ~100

003 04 05 06 07 o}

B Total equity
— Equity ratio
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Analysis of Capital Sources and Liquidity

CASH FLOWS

Net cash provided by operating activities was ¥86.2 billion,
dovwrn ¥52.5 billion from the preceding year, owing princi-
pally 10 lower income before income taxes and minority
interests. Net cash used in investing activities came to ¥Y178.0
billion, ¥7.5 hillion more than in the preceding term, mainly
hecause of a gap hetween payments for the acquisition
andl proceeds from the sale of tangible and intangible fixed
assets. Ner cash provided by financing activitics was ¥97.4
billion, ¥57.0 billion more than during the previous year,
owing mainly to un increase in net proceeds from honds.

As 4 resalt of these factors, the net increase in cash and
cash equivalents was ¥8.3 hillion. This rise, as well as an
incrzase in cash and cash equivalents due to change in
consolidation scope, brought cash and cash cquivalents at
end of the vear to ¥87.7 hillion, up ¥9.2 billion from the

previous year-end.

FUNDING REQUIREMENTS AND CAPITAL
EXPENDITURE

Most of the working capital that the NYK Group requires is
for ship transportation and cruise operations. These funds
are primarily used o cover cargo expense, fuel, harbor and
othe: running expenses, as well as the cost of crews, vessel
repairs and chanering. In addition, the Group incurs Libor
and other administrative expenses in its logistics and termi-
nal operations. Each business has labor, information pro-
cessing and general and administrative expenses,

Capital expenditure during the year was ¥Y271.9 billion,
concentrated on the liner trade and other shipping seg-
ments.

" This expenditure was primarily for shipbuilding, and
amounted 1o ¥70.5 billion in the tiner trade category and
¥129.0 billion in the other shipping category. In the logis-
tics segment, capital expenditure of ¥6.3 billion went toward
warehouse facilities, and in the terminal and harbor teans-
port segment, capital expenditure of ¥7.8 billion was used
mainly for terminal equipment. In addition, capital
expenditure for the cruise segment wasg ¥3.5 billion, for the
real estate segment ¥0.4 billion, and in the other business
segment capital expenditure totaled ¥54.4 hillion, mainty

for dircraft.

FINANCIAL POLICIES

To maintain and expand its business activities, the NYK
Group sources funds internally, as well as through bank
loans and the issuance of honds and commercial paper.

When funding capital purchases in the core shipping
business, we aim 1o secure long-term loans, We base bor-
rowing levels on the projected freight revenues and lease
proceeds from the operations of each ship during the peri-
ods of these loans, Similarly, for logistics and terminal
facilities we secure stable funding in line with future cash
flows. As of March 31, 2007, long-term loans stood at ¥417.2
billion. These borrowings were denominated in yen, U.S.
dollars, curos and in other currencies, with a mix of floar-
ing and fixed interest rates. _

We fund working capital with loans due within one
year and commercial paper. The Group also uses the capi-
tal markets as needed to secure funds for its facilities and
working capital through bond fssues. During the year under
review, Nippan Yusen Kabushiki Kaisha issued domestic
straight bonds and convertible bonds with stock acquisi-
ton rights, and 1otal bonds outstanding were ¥183.3 hillion
as of March 31, 2007.

The Company has received mtings from two agencies
in Japan and one overscas, As of June 27, 2007, our bonds
were rated AA by Japan Credit Rating Agency, Ltd., AA- by
Rating and Investment Information, Inc., and A3 by Moody's
Investors Service.

Management strives to minimize interest costs in choos-
ing funding methods. At the same time, it obtains funding
$0 it can lease some ships and thereby lower interest-bear-
ing debt. The Group has instituted a cash management sys-
tem to draw on internal funds,

The NYK Group remains well positioned to generate
sufficient cash flows on the strength of its healthy operat-
ing results and financial position. The Group has the lee-
way to issue ¥100.0 billion in commercial paper, as well as
a commitment line of ¥50.0 billion from financial institu-
tions. In management's view, therefore, the NYK Group is
able to obiain sufficient working capital and facilities fund-

ing to support growth.
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Consolidated Balance Sheets
Nippon Yusen Kabushiki Kaisha and Consolidated Subsidiaries
(March 31, 2007 and 2006}
Thousands of
.5, dollars
Millions of yen (Note 2)
ASSETS ’ 2007 2006 2007
Current assets:
Cash and deposits (Note 13) ¥ 92286 ¥ 80,604 $ 781,751
Marketable securitics (Note 4) . 2,266 1,723 19,194
Notes and accounts receivable—trade (Note 1|2) 232,253 203,502 1,967,411
Inventories (Note 5) 38,640 34,879 327,316
Deferred tax assets (Note 10) 3,416 6,660 28,935
Prepaid expenses and other current assets 176,324 137 846 1,493,650
Allowance for doubtful accounts . (5,214) (4,678) (44,166)
Total current assets 539,971 460,536 4,574.091
Vessels, property and equipment, net of :lCCleul!.’llCd depreciation
(Notes 6, 7 and 9):
Vessels 471,987 456,982 3,998,197
Buildings and structures 82,125 74,936 695,080
Aircrafi 19,765 26,929 167,426
Equipment and fixtures 8,020 7.455 - 67.992
Land 64,340 61,027 545,022
Construction in progress 251,808 197,640 2,133,062
Other 48,277 31,096 408,955
Net vessels, property and equipment 946,328 856,065 8,016,334
Investments and other assets:
Investment securities {(Notes 4 and 9) 375,700 343,710 3,182,549
Investments in unconsolidated subsidiaries pnd associated companies 81,260 70.023 688,353
Long-term loans receivable N : 17,900 6,211 151,634
Deferred tax assets (Note 10) 9,244 7.841 78,309
Intangible assets (Note 9) 39,458 35,072 334,245
Goodwill 31,688 17,847 268,432
Other assets (Note 9) 97,949 81,925 829,708
Allowance for doubtful accounts 4.056) (1,790 (34,350)
Total investments and other assets 649,143 560,839 5,498,874
Total ¥2,135.442  ¥1,877,440 $18.089,299
See notes 1o consolidated finuncial statements.
|
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LIABILITIES AND EQUITY

Thousunds of

U.5. dollars
Millions of yen (Note 2)
2007 2006 2007

Current liabilities:

Short-term bank loans (Notes 8 and 9)

¥ 188,629 ¥ 132,617 § 1,597,870

Commercial paper — 32,700 —
Current portion of long-term debt (Notes 8 and 9) 117,559 94,478 995,843
Notes and accounts payable (Note 9) 197.016 177,074 1,668,917
Income taxes payable 25,046 30,748 212,166
Deferred tax liabilities (Note 10) 3,878 383 32,849
Employees' bonuses accrued 9,577 10,095 81,123
Other current liahilities (Note 9) 155,345 134,060 1,315,936
Total current liabilities 697,050 -612,155 5,904,704
Long-term liabilities:
Long-term debt (Notes 8 and 9) 584,560 506,231 4,951,854
Deferred tax liabilities (Note 10) 87,504 73,453 741,244
Liability for employees’ retirement benefits (Note 16) 17,479 19,445 148,065
Liability for directors’ retirement henefits 2,597 2,086 21,999
Liability for periodic dry docking of vessels 3,339 2117 28,282
Other long-termy liabilities (Note 9) 42,189 50,610 357,382
Total long-term liabilities 737,674 653,942 - 6,248,826
Total liabilities 1.434,724 1,266,097 12,153,530
Minority interests — 35,977 —
Commitments and contingent liabilitics (Note 12)
Equity
Common stock
Authorized: 2,983,550,000 shares; issued, .
1,230,188,073 shares in 2007, 1,230,188,073 shares in 2006 88,531 88,531 749,945
Capital surplus (Note 11) ' 97,189 94,427 823,284
Retuined earnings (Note 11) 312,606 266,508 2,648,081
Unrealized gain on available-for-sale securities 136,954 127,756 1,160,136
Dreferred gain (loss) on derivatives under hedge accounting 14,361 — 121,653 .
Foreign currency translation adjustments 8,307 1,855 70,368 !
Treasury stock—at cost )
1,760,881 shares in 2007, 9,724,966 shares in 2006 (839 (3,771 (7.276)
Tortal 657,089 575,360 5,566,191
Minority interests 43,629 - 369,578
Total equity 700,718 575,366 5,935,769

Total

¥2,135,442 ¥1,877,440 $18,089,299

Net asscts per share

) U.S. dollurs
Yen (Note 2)

¥534.90 ¥471.05 $4.53
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Consolidated Statements of iIncgme

Nippon Yusen Kabushiki Kaisha and Consolidated Sulysidiaries

- (Years ended March 31, 2007, 2006 and 2005)
Thousunds of
1.8, dollars
Millions of ven {Note 2)
2007 2006 2005 2007
Revenues ¥2,164,280  ¥1,929,302  Y1,6006,098 $18,333,585
Costs and expenses 1,840,785 1,594,598 1,283,769 15,593,263
Gross profit 323,495 334,704 322,329 2,740,322
Selling, general and administrative expenses 218,553 104,223 160,954 1,851,362
Operating income 104,942 140,481 161,375 888.960
Other income (expenses):
Interest and dividend income 12,001 8,991 5,168 101,657
Interest expenses (18,286) (15,648} (16,632) (154,899)
Gain (Loss) on sale or disposal of vesscls, pfoperty,
equipment and investment securities, net 13,901 10,321 1,791 117,752
Loss on impairment of fixed assets — — (20,607) —
Others, net 2,579 1.415 (3,882) 21,852
Other income (expenses), net 10,195 5,079 (34,162) 86,362
Income before income taxes and minority interegts 115,137 145,560 127,213 975,322
Income taxes:
Current 44,172 53,839 51,366 374,179
Deferred 4,430 (3,262) 580 37,527
Total income taxes 48.602 50,577 51,946 411,706
Minority interests in net income 1,497 2,924 3,941 12,681
Net income ¥ 65038 Y 92,059 ¥ 71,326 $ 350,935
U.S. dollars
Yen {Note 2)
Per share of common stock:
Net income ¥52.99 ¥75.04 ¥358.12 $ 0.45
Diluted net income —
Cash dividends applicable to the vear 18.00

See notes o consolidated financial statements.
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Consolidated Statements of Changes in Equity

Nippon Yusen Kabushiki Kaisha and Consolidated Subsicliaries
(Years ended March 31, 2007, 2006 and 2005)

Millions of yen

Ouistanding Deferred
number of Netunrealipd  gain (loss) Foreign
shares of gain (loss)on  on derivatives  curmency
commonsiock Common  Capital  Hetained  available-for-  underhedge  translation  Treasury Minority  Total
(Thousands)  sick  surplus  eamings  salesecuritis  zccounting  adjustments  stock Totak imerests  equity
Balance, April 1, 2004 1,230,188 ¥88,531 ¥94,421 ¥146756 Y44333 ¥  —  ¥(12,900) ¥ (3,096) ¥358,045 ¥ — ¥358,045
Cash dividends — o8 — — = — s — (1528
Bomusses o directors T )] — — — — 295 — (299
Net income — — 71326 — _ —_ - 71326 — 71326
Purchase of treasury siock - - — — — — (3 @G — (37
Effect from changes of consolidated subsidiaries, net — — 594 — — — — 94 — 504
Effect from changes of associated companies
acco nted for by the equity method, nei - - 8 — — — — 0 — 269
Others. . - - 392 — — - — ¥ — 392 ;
Changes of net unrealized gain {loss) on |
available-for-sale securities — — — 11,003 — — — 1L — 11,003
Changes of fereign currency translation adjustments — — — — —_ 2,081 — 2081 — 2081
Net change in the year — — 57018 11,003 — 2,081 (376) 69726 — 69726
Balance, March 31, 2005 1,230,188 88531 04421 203,774 55336 — (0819 (41 4 — &1
Cash dividends - — (B8 — — —  — (23806 — (23.806)
Bonusas to directors — (3% — —_ — — (366) —  (366)
Net income — — 92,059 — — — — 92058 —  926%9
Purchuse of treasury stock —_— — — — — B0 (G0s) — (309
Disposal of treasury stock — 6 — — — — 6 A 12 |
Effect irom changes of consolidated subsidiaries, net — — {649 — — — — 649y — (84 !
Adjustients due to changes in the fiscal periods of
consclidated subsidtaries and ussociated companies
accounted for by the equity method, net — — (3466) — — — —  (3466) — (3460 !
Effect from changes of associated conipanies
accounted for by the equity method, net -— = 366 — — — — 66— 366
Others — — {134) — — — — 034 — (134D
Changes of net unrealized gain (loss) on
available-for-sale securities — — — 72420 — — — 12420 — 72470
Changes of foreign currency translasion adjustments —- = — — — 12674 — 12674 — 126W
Net change in the year — 6 62794 72420 — 12,674 (299) 147,595 — 147,595
Balance, March 31, 2006 1,230,188 88,531 94,427 266,568 127,756 — 1855  (3771) 575366 — 575366
Reclassified halance s of March 31, 2006 — — — — — — — — 35977 35977
Cash dividends - — — (22043 — — — — (203 — (22043
Bonuses to directors — —  (462) — — - — (462) — (462)
Net income — — 65,038 — — — — 65038 — 65038
Purcha:e of treasury stock - = — — — — (366 (366) —  (366)
Disposal of treasury stock — 1762 — — — — 3278 60M0T — 6040
Effect from changes of consolidated subsidiaries, net — — 2106 — — — — 06 -~ 2,106
Adjusterients due 1o changes in the fiscal periods of .
consol dated subsidiaries and associated companies
accounited for by the equity method, net — — 87 — — — — 85  — 87
Effect from changes of associated companies
accour ted for by the equity method, net — — 285 — — — — 28 — 283
Others — — 027 — — — — 1,027 — 1,027
Chanyes of net unrealized gain (loss) on
availatle-for-sale securities — — —  9.198 — — — 9198 — 51%8
Changes of deferred gain (loss) on derivatives under
hedge :ccounting — — — — 14.361 e — 14,361 — 14,361
Changes of foreign currency transaction adjustments —_- - — — — 6,452 — 6452 — 6432
Changes of minority interests —_ - — — — — — — 7652 7632
Net char ge in the year — 2762 46038 9198 14,361 6452 2912 8L.723 7632 89375
Balance, March 31, 2007 1.230.183 Y¥88.531 Y97,18% Y312.606 Y136.954 YH361 ¥ 8307 ¥ (859) Y657.089 ¥43.619 Y700,718
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1

Consolidated Statements of Changes in Equity

Thousands of U.S. dollars (Note 2)

Outstanding Deferred
numbes of Netunrealized  gain (loss}  Foreign
shares of gain (lossyon oo derivatives  curmency
common stock Comnfon  Capital Retained  available-for  under hedge  translation  Treasury Minority Total
(Thousands) ~ sloc surplus eamnings  salesecurities  accounting  adjustments  stock Total interests equity
Balance, March 31, 2006 1,230,188 $740.945 $709.804 $2,258094 $1,082222 & — 805706 $(31.942) $4873919 § — $§4873519
Reclassified balance as of March 31, 2006 — — — — — — — — 304,764 304,764
Cash dividends — —  (186,726) — — — — (186726 — (186,726}
Bonuses lo directors , — — (3.912) — — — — (3.912) — (3.912)
Net income — — 550935 — — — — 5093 — 550,933
Purchase of treasury stock — — — — — — @Gy Gl — (3.103)
Disposal of treasury stock — 23390 — — — — 17769 51,159 - 31,139
Effect from changes of consolidated '
subsidiaries, et — — 17.844 — — — — 17,844 — 17 844
Adjustments due to changes in the fiscal
periods of consolidated subsidiaries
and associated companies accounted
for by the equity method, net — — 739 — — — — 739 — 739
Eifect fron changes of associated companies
accounted for by the equity method, net — — 2411 — — — -— 2410 — 2411
Others — — 8.696 — — — — 3666 — 8,696
Changes of net unrealized gain (loss) on
availzble-for-sale securities — — — 71914 — — — 71914 — 71914
Changes of deferred gain (loss}on derivatives under
hedge accounting — — — — 11653 — — 121653 — 121653
Changes of foreign currency transaction adjustments — — —_ — — 34662 — 54,662 — 54662
— — — — — — — — 64814 64,314

Changes of minority interesis
Net change in the year

— 3390 BS998T  Ti9M 121653 G401 24666 (92271 64814 757086

Balance, March 31, 2007 1,230,138 §74

945 $823.784 $2648081 $1460.136 S$120.653 $70.368 §(7.276) $5.566.191 $369.578 §5.935.769

See notes to consolidated financial statements.

1. Shares issued and outstanding Thousands of shares
Shares as of Shares a5 of
Tipe March 31, 2006 Increase Decrease March 31, 2007
Common stock 1,230,188 — — 1,230,188
2. Treasury stock Thousands of shares
Shares as of Shares as of
Tpe March 31, 2006 Increase Decrease March 31, 2007
Common stock 9,724 433 8417 1,760

Ouerview of reasons for changes
Increases in treasury stock were due 10 the acquisition of shares co

Acapita! tie-up with Yamato Holdings Co., Lxd., caused 1 834
caused a 49 thousand share decrease in treasury stock.

hstituting fess than one share unit.
R thousand share decrease in treasury siock, and the sale of shares constituting less than one shaze unit

3. Dividends
(1) Dividend payments are as follows. Milkions of yen

Resalved Tvpe of shares Total dividends  Tividends per share Record date Effective date
June 28, 2006 Ordinary general meeting of shareholders Commeon stock 10,985 ¥9.00 March 31, 2006 June 29, 2006
November 9, 2006 Board of Directors’ meeting Cominon stock 11,058 ¥9.00 September 30, 2006 December 4, 2000

Thousands of

Resolved Type of shares Total dividends  Dividends per share Record date Effective date
June 28, 2006 Ordinary general meeting of shareholders Commmon stock 93,050 US$0.08 March 31, 2006 June 29, 2006
November 9, 2006 Board of Directors' meeting Common stock 93,676 15$0.08 September 30, 2006 December 4, 2006

(2) Dividends which have 4 record date falling within the consoli
year are as follows.

ated fiscal year under review hut with an effective date for dividends in the following consolidated financial

Millions of yen

Resolved Typpof shares  Tota) dividends Source of dividends Dividends per share Record date Effective date
June 27, 2007 Ordinary general meeting of shareholders  Commynon stock 11,056 Retained earnings ~ Y9.00 March 31, 2007 June 28, 2007
Thousunds of
11.5. dollurs {Note 2)
Resolved Tyg of shares  Total dividends Source of dividends Dividends per share Record date Effective date

June 27,2007  Ordinary general meeting of sharcholders  Con

onstock 93,657 Retained earnings  US$0.08 March 31, 2007 June 28, 2007




Consolidated Statements of Cash Flows

Nippon Yusen Kabushiki Kaisha and Consolidated Subsidiaries
(Years ended March 31, 2007, 2006 and 2005)

Millions of yen (Note 2)

Thousands of
u.s. dollars

2007

2006 2005 2007

OPERATING ACTIVITIES
Income before income taxes and minority interests
Adjustments for:

¥ 115,137 Y 143560 ¥ 127,213 § 975322

Depreciation and amortization 80,488 73,814 66,814 681,811
Loss un impairment of fixed assets 800 38 20,607 6,830
Loss (gain) on sale and disposal of angible and intangible fixed assets, net (2,861 (3.908) 2,003 (24,237
Loss (gain)} on sale of marketable and investment securities, net (Note 4) (11,068) (6.419) (2.909) (93,757
Loss on devaluation of marketable and investment securities 1,040 130 1,656 8,809
Equity in income of non-consolidated subsidiaries and associated companies (5,522) (1.8069) (2,598) (46,779)
Interest and dividend income 12,001) (8.991) (5.168) (101,657
Interest expenses 18,286 15,648 16.632 154,899
Lass {gain) on foreign currency exchange (6.77%) (1,295) 444 (57,373
Decrease (increase) in notes andd iccounts receivable (11,396) 8,900 €10,183) (96,530)
Decrease (increase) in inventories (3.582) (7.40%) (2,878) (30,347)
Increase (decrease) in notes and accounts payable 6,761 8,280 10,930 57,276
Others, net (29.406) (17,911} 10,006 (249,097)
Subtotal 139,909 204,572 220,509 1,185,164
Interest and dividends received 14,335 11,970 7,145 121,434
Interest paid (17,335) (16,3000  (16,887) (146.846)
Payiments for income taxes (50,679 (615100 (41,319 (429,299
Net cash provided by operating activitics RG,230 138,732 175,508 730,453
INVESTING ACTTIVITIES
Purchase of marketable securities (709 (1,234) (1,321) (6,010)
Proceeds from sale of marketable securities 482 1,138 2,580 4,082
Purchase of tangible and intangible fixed assets (271,949  (193,568) (193,569) (2.303,676)
Proceeds from sale of tangible and intangible fixed assets 130,727 32,352 59,987 1,107,388
Purchase of investment sccurities (34,804)  (25,184) (6,230 (295,333
Proceeds from sale of investment securities 23,036 11,253 10,436 195,137
Payments for acquisition of newly consolidated subsidiaries (Note 13) (17.603) (8.758) _ (449,11
Proceeds from acquisition of newly consolidated subsidiaries — —_ . A4 —
Proceeds from sale of shares in subsidiaries due to changes in scope of
consolidation — 105 — —
Lending of loans receivable (28,049) (12,1160 Q21.21D) (257,606)_
Collection of loans receivable 15,641 22,527 11,381 132,497
Orhers, net 5,245 2,953 2,851 4,434
Net cash used in investing activites (178,043 (170512)  (135.067) (1,508,20)
FINANCING ACTIVITIES
Netincrease (decrease) in shor-term bank loans 51,660 34,956 (7.973) 437,613 .
Net increase (decrease) in commercial paper (32701h 32,700 — (277,001)
Proceeds from long-term debst 110,852 104,807 123,083 939,029
Repayments of long-term clebg 6,336y (102,627} (151,400} {816,058)
Praceeds from bonds 84,753 — 29819 717,959
Repayments of honds (4,800) (25,019 (20,200) (0,601)
Proceeds from stock issue tor minority shareholders 977 54 2,037 8,277
Disposal of treasury stock 6,040 —_ —_ 51,160
Purchise of treasury stock (366) (305) (376) (3,103)
Cash dividends puid by the Company (22,043) (23,800) (15.208) {186,726)
Cash dividends paid by subsidiaries to minority shareholders (676) (420) {1.080) (5,727
Others, net — — an —
Net cash provided by (used in) financing activitics 97,363 40340 (41,379 824,762
Effect of exchange rate changes on cash and cash equivalents 2,794 2,537 744 23,667
Net (decrease) increase in cash and cash equivatents 8,344 11,097 (190} 70,681
Cash and cash equivalents, beginning of the year 78,488 65,028 63,632 664,869
Increase (decrease) in cash and cash equivalents due to change in scope of consolidation 880 2,469 1,586 7.452
Increase (decrease) in beginning balance of cash and cash equivalents due to changes
in fiscal periods of consolidated subsidiaries 2) {106) — (14)

Cash and cash equivalents, end of the year (Note 13)

¥ H7.710 ¥

78,488 ¥ 635,028 $ 742,988

See noles 10 consolidated financial statements.
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Notes to Consolidated Financial Statements

Nippon Yusen Kabushiki Kaisha and Consolidated Supsidiaries
(Years ended March 31, 2007, 2006 and 2005)

1. Basis of Presenting Consolidated Finangial Statements:

The accompanying consolidated financial staterfents have
been prepared in accordance with the provisiors set forth
in the Japanese Securities and Exchange Law and its related
accounting regulations and in conformity with Jccounting
principles generally accepted in Japan, which age different
in certain respects as to a])plicatioﬁ and disclosure require-
ments of International Financial Reporting Standlards.

On December 27, 2005, the Accounting Stanchirds Board
of Japan (*ASBJ") published a new accounting sfandard for
the statements of changes in equity, which is effective for
fiscal years ending on or after May 1, 2006. TRe consoli-
dated staiements of shareholders™ equity, which|was previ-

ously voluntarily prepared in line with the injernational

2. United States Dollar Amounts:

accounting practices, is now required under generally
accepted accounting principles in Japan and has been
renamed “the consalidated sttements of changes in equity”
in the current fiscal year.

In preparing these consolidated financial statements,
certain account reclassifications are made and additional
information is provided in order to present the consoli-
dated financial statements in a format familiar to interna-
tional readers. The results of these reclassifications do not
affect the linancial position or results of operations and
cush flows of the consolidated companies as reported in

the original consolidated financial statements.

The accompanying consolidated financial statgpments are
stated in Japanese yen, and the dollar amountf represent
the arithmetical results of translating yen to Uited States
dollars using the exchange rate prevailing at Marg¢h 31, 2007,
which was ¥118.05 to US$1.00. The statements in such dol-

3. Summary of Significant Accounting Po!&cies:

lar amounts are solely for the convenience of readers out-
side Japan and are not intended to imply that the yen
amounts have been or could be readily converted, realized
or settled in dollars at that rate, or any other rates, of

exchange.

A. Consolidation Policies

(1) The consolidated financial statements ihclude the
accounts of Nippan Yusen Kabushiki Kaisha (the “Com-
pany”} and its 632, 353 and 495 consolidarel subsidiar-
ies at March 31, 2007, 2006 and 2005, respgctively.

During the consolidated fiscal year-endad March 31,
2007, the Compuny newly consolidated NYK LNG Ship-
management Co., Lid., arcl 43 other compinies, which
were newly incorporated. Yusen Air & Sea Sgrvice Keihin
Trans Co., Ltd., and 52 other companies alsojwere newly
consolidated, after determining that they whuld have a
material impact on the consolidated financiaf statements,
In addition, following the acquisition of shares in Lorang
France $.A.S. and 4 other companies, thesy companies
were newly consolidated. NYK Fil-Japan Shipping Corp.
and one other company became consolidjited subsid-
iaries through the acquisition of additional shjares. Owing

to the acquisition of additional shares in| Naikai Tug

Boat Service Co., Lid., this compuany and onhe other are:

newly treated as consolidated subsidiarieq rather than

being accounted for under the equity method. Owing
to their liquidation, Hikawa Maru Marine Tower Co.,
Lid., and 24 other companics were excluded from con-
solidation. As Global Logistics Investments Co., Ltd.,
merged with NYK and NYK Logistics (Americas) Inc.
merged with NYK Logistics (Americas) Inc. (the former
GST Corporation), these companies have been elimi-
nated from the scope of consolidation.

(2) Investments in non-consolidated subsidiaries and asso-
ciated companies are carried at either cost or equity,
depending on the extent of influence and maeriality.
Companies accounted for under the equity method num-
bered 3 non-consolidated subsidiaries and 38 associated
compunies as of March 31, 2007, 34 associated compu-
nies as of March 31, 2000, and 30 associated companies
as of March 31, 2005. ‘

During the consolidated fiscal year ended March 31,
2007, the Campany newly included Trans Ocean LNG
Transport Co., Lid,, and 9 other companies as 1 compi-

nies accounied for under the equity method, after




determining that they would have a material impact on
the consolidated financial statements. In adlition, owing
1 the new treaiment of Naikai Tug Boat Service Co.,
Ltd., and one other company as consaolidared subsidiar-
ies, these companies are no longer accounted for under
the equity method. Owing to its liquidation, NYK Star
Reefers Inc. (Cayman Islands) is no longer accounted
for under the equity method.

(3) Any material difference between the cost of an
investment in a4 subsidiary and the amount of underly-
ing equity in net assets of the subsidiary upon inclusion
in the consolidation, unless specifically identified and
reclassified to the applicable accounts from which the
vilue originates, is treated as an asset or a liability, as
the case may be, and amortized over a period of 5 to 20
years on a straight-line basis,

(4) The Company adopts the “full fair value method™ so
that the full portion of the assets and liabilities of the
consolidated subsidiaries is marked to fair value as of
the acquisition of control.

(3) All significant intercompany balances, wansactions uand
all material unrealized profit within the consolidated

group have been eliminated in consolidation.

B. Accounting Period

The accounting period of the Company begins on April 1
and ends on March 31 of the following year.

As of March 31, 2007, the accounts of 48 and 1 consoli-
dated subsidiaries were closed on December 31 and Fubru-
ary 28, respectively. Necessary adjustiments on consolidation
during the periad from each of the closing dates to March
31 are made to these companies. )

From the current fiscal year, 3 consolidated subsidiar-
ies, who have fiscal year ends on December 31, provision-
ally close their accounts on March 31 for consolidation
purpose. Also, from the current fiscal year, 1 consolidated
overseas subsidiary changed its year-end closing date from
December 31 1o March 31. The effect of this change on
retained earnings is presented in the consolidated stute-

ments of changes in equity.

C. Foreign Currency Financial Statemients

The balance sheet accounts of the consolidated foreign sul-

sidiaries are translated into Japanese yen at the current

exchange rate as of the balance sheet date except for equity,
which is translated at the historical rate. Differences arising
from such transkuion were shown as “foreign currency trans-
lation adjustments” in a scparate component of equity.
Revenue and expense accounts of consolidated foreign sub-

sichiaries are translated into yen at the average exchange rate.

D Valuation of Assets

Sccurities held to maturity are valued at their amortized
cost, determined principally by the straight-line method
of amortizarion. Available-for-sale securities with market
quotes are principally stated at the average of market value
for the last month of the fiscal year, with unrealized gains
and losses, net of applicable taxes, reported in a separate
component of ¢quity. Available-for-sale securities without
market quotes are generally stated at cost, with cost being
determined by the moving average method. Derivatives are
valued at market. Inventories are generally stated at the
lower of cost or murket, with cost determined by principally

the moving average method.

E. Depreciation and Amoriization

(1) Tangible asscts are depreciated as follows:
Vesscls, buildings and other tangible fixed assets are
depreciated generally by the straight-line method based
on the Japanese Corporation Tax Law. Assets for which
the purchase, prices are more than ¥100,000 but less
than ¥200,000 are depreciated generally in equal allot-
ments over 3 years based on the Japanese Corporation
Tax Law.

(2} Intangible assets are amorized as follows:
Computer software is amortized by the straight-line
method based principally on the length of period it can
be used internally (5 years). Other intangible assets are
amortized by the straight-line method based on the Japa-

nese Corporation Tax Law.

I Capitalization of Interest Expenses

Interest expenses are generally charged to income as they
are incurred. However, interest expenses incurred in the
construction of centain assets, paricularly projects for vessels,
are capitalized and includked in the costs of assets when a
construction period is substantially long and the amount of

interest incurred in such o period is significantly material,
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G Allowance for Doubtful Acconnis

To prepare for the risk of possible losses arising owing to
the nonpayment of accounts receivable, loansfand other
claims, the Company and its consolidated subsidiaries set
aside a general reserve hased on actual default eyperiences.
For specific claims where collection is in doubt[the possi-
bility for recovery is considered individually and the amount

considered uncollectible is set aside in the resepve.

H. Provisions

{1) As an appropriation for the payment of employge bonuses,
the amount of expected future bonuses corfesponding
to the consolidated fiscal year under reviey was allo-
cated to employees’ bonuses accrued.

(2) As an appropriation for the payment of directofs’ bonuses,
an amount was allocated for the amount df expected
future directors’ bonuses corresponding to the consoli-
dated fiscal year under review.

(3) Liability for periodic dry-docking of vessels bs provided
based on the estimated amount of expenditre for peri-

odic dry-docking in the future.

1 Retirement and Severance Benefits

Liahility for Employees' Retirement Benefits:
To provide for employees’ retirement bdnefits, this
reserve is sel aside based on the estimatgd actuarial
present value of the Company’s and its cpnsolidated
subsidiaries” retirement benefit obligatipn and the
estimated fair value of pension assets at thg end of the
fiscal year.
Unrecognized net actuarial differences are|mainly am-
ortized from the immediately following year ¢n a straight-
line basis over a term that does not exceed Jthe average
remaining service period of employees who gre expected

to receive benefits under the plans (8 yearg).

Liahility for Directors’ Retirement Benefits:
To provide for the payment of retiremeny benefits to
directors and corporate auditors, in accofdance with
internal policies, the Company and consdlidated sub-
sidiaries set aside such reserves calculateq as the esti-
mated amount which would be payable iffall directors
and corporate auditors were 10 retire at the balance

sheet date.

J Freight Revenue and Expense Recognition

Freight revenues and expenses are recognized by 2 differ-

ent methods depending on types of cargo transportation.

(1) Transportation by container ships:

Revenues and expenses arising from ocean transporta-
tion of containers are principally recognized propor-
rionately as shipments move.

(2) Transporation by vessels other than container ships:
Revenues and expenses from transportation by vessels
other than container ships are principally recognized
upon completion of unloading cargoes at the {inal des-

tinaxtion port.

K. Accounting for Leases

Finance leases other than those which are deemed to transfer
the ownership of the leased assets 1o lessees are accounted
for by a method similar to that applicable to ordinary
operating leases in accordance with accounting principles

and practices generally accepted in Japan.

L Method of Accounting for Material Hedge Transactions

For derivative financial instruments used to offsct the risks
of assets and liabilities due o fluctuations in interest raies,
foreign currency exchange rates and cash flow, the Company
and its consolidated subsidiaries apply hedge accounting.
In addition, hedge accounting is also applied 10 derivative
financial instruments used to mitigate the risks of price fluc-
tuations in fuel procurement and others. For the hedge
accounting, the Company and its consolidated subsidiaries
adopt a deferred hedge method that requires the Company
1o mark the derivative financial instruments, effective as
hedges, o market, and to defer the valuation loss/gain. For
currency swap contracts and forward foreign exchange
contracts that meet the required conditions under the
accounting standard, the Company and its consolidated sub-
sidiaries translate hedged foreign currency assets and
liabilities at the rate of these contracts. In addition, for interest
rate swap contracts and interest rate cap contricts that meet
specified conditions under the accounting standard, the
related interest differentials paid or received under the con-
tracts are included in the interest income/expenses of the
hedged financial assets and liabilities. In addition, the fol-
lowing hedging methods for various risks are utilized:
interest rate swaps 10 hedge the risk of interest rate fluctua-
tions related 1o borrowings, bonds and others; currency
swap contracts, forward foreign exchange contracts, debts
and credits in foreign currency to hedge the foreign

exchange risk associated with monetary assets and liabili-

ties, expected transactions and others; and fuel swap




contracts to hedge the risk of the price flucruations in fuel
oil and others. Semi-annually, the Company and its con-
solicated subsidiaries evaluate the effectiveness of hedging
methods, except interest rate swaps and interest rate caps
that meet spcéificcl conditions under the accounting stan-
dard, by analyzing the ratios of the cumulative amount of
market fluctuation or cush flow among the hedging financial

instruments and the hedged items.

M. Fraancial Statements of Overseas Subsidiaries

Overseas consolidated subsidiaries employ generally
accepted accounting principles prevailing in their respec-

tive countries of domicile.

N Per Share Information

Net income per share is computed by dividing net income
available to common shareholders by the weighted-aver-
age number of common shares outstanding for the period.

Diluted net income per share is not disclosed because
it is anti-dilutive for the years ended March 31, 2007 and
2006. Cash dividends per share consist of interim dividends
‘ paid during the year and dividends to be paid after the end

of the year.

QO Cash and Cash Egquivalents

Cash and cash equivalents in the consolidated statements
of cash flows are composed of cash on hand, bank depos-
its that are able to be withdrawn on demand and short-
term invesimenis with original maturitics of 3 months or

less that are exposed 10 minor valie fluctuation risk.

B Change in Accounting Policies

(1) The Accounting Standard for Directors’ Bonuses (Coi-
porate Accounting Standard No. 4, November 29, 2003)
wis applied from the consolidated fiscal year ended
March 31, 2007. As a result, operating income and income
before income taxes and minority interests each
decreased ¥520 million (84,409 thousand).

(2) The Tentative Solution on Accounting for Deferred Assets
(Accounting Standurds Beard of Jupuan, Practical Issues
Task Force No. 19, August 11, 2006} was applied with
respect to costs related to the issuance of corporate
bonds in the consolidated fiscal year ended March 31,
2007, which resulted in a change from the straight-line
amortization of these costs over a three-year period to

the straight-line monthly amonization of these costs until

the date of redemption. As a resull, income before
income Laxes ancd minority interests increased ¥487 mil-
lion ($4,125 thousand).

(3) The post-revisian Accounting Standards for Financial
Instruments (Accounting Standards Board of Japan,
Corporare Accounting Standard No. 10, last revised
August 11, 20006) was applied from the consolidated
fiscal year ended March 31, 2007, This change had no
impact on profits or losses,

(4) The Accounting Standard for Presentation of Net Assets
in the Balance Sheet (Accounting Standards Board of
Japan Statement No. 5, December 9, 2005) and the Guid-
ance on Accounting Standards for Presentation of Net
Assets in the Balance Sheet (Accounting Standards Board
of Japan Guidance No. 8, December 9, 2003) were
applied from the consolidated fiscal year ended March
31, 2007, The amount corresponding o the equity see-
tion under the previous method of presentation is
¥642,728 million (85,444,539 thousand).

Q. Additional Informeation

(1) In the past, the Company used a complete course from
port of departure through the return voyage as the stan-
dard unit for recording income and expenses on routes
other than for containers ships, and from a practical
standpoint the port of departure and the return voyage
were all accepted as being the same place within the
Far East. However, after taking actual service behavior
in recent years into account, the Company began
applying accounting methods that do not assume that
the port of depanure and return voyage are both neces-
sarily within the Far East. From the consolidated fiscal
year ended March 31, 2007, this change had the effect
of increasing gross profits, operating income and income
before income taxes and minority interests edach by
¥1,731 million ($14.661 thousand).

(2) In the past, the Company recorded revenues and
expenses for vessels operated by the Latin America and
Africa Group upon the completion of cach voyage.
However, given growing similarity between the Group's
shipping operitions and container ship operations, rev-
enues and expenses are now recognized proportion-
ately as shipmenis move. This change had the effect of
raising gross profit, operating income and income before
income taxes and minority interests each by ¥1.793
million (15,191 thousand).
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4. Marketable Securities and Investment Securities:

(1) Marketable securities and investment securitfes held to maturity with market value as of March 31, 2007 and 2006 are

summarized as follows;
Thousands of U.S. dollars
Millions of yen (Note 2)

2007 2006 20407

Book Marker Unrealized Book  Market Unrealizedd  Book  Market Unrealized
value  value gain ¢loss)  value  wvalue gain (Joss)  value  value  guin (loss)

Securities for which the marker value exceeds
the book value:

Government bonds and others ¥I80 ¥IR3 ¥ 3 ¥ 100Y 103 ¥ 3 $1,524 $1,544 §20
Corporate bonds 300 302 2 100 101 1 2,541 2,560 19
Others 1 1 ( 41 41 0 12 12 0
Sub total 481 486 5 241 245 4 4077 4,116 39

Securities for which the market value is equal
to or less than the book value:

Government bonds and others 110 110 [($)] 90 89 N 935 F344 1y
Corporate bonds 503 492 D 703 684 (19) 4,259 4,170 (89
Others — — — —_ — —_ — —_ —
Sub total 613 o602 (1) 793 773 (200 5,194 5,104 90
Total ¥1,094 ¥1,088 ¥ (6) ¥1,034 ¥1,018 ¥(16) $§9,271 §9,220 $(51)

(2) Marketable securities and investment securifies classified as available-for-sale securities with market value as of March

31, 2007 and 2006 are summarized as follows:

Millions of yen Thousands of U.S. dollars (Note 2}
2007 2006 2007
Acquisition Book Acquisition Book Acquisition Book
Cosls value Difference Costs vulue Diffurence Costs value Difference
Securities for which
the book value exceeds
the acquisition costs:
Corporate shares ¥129,670 ¥351,588 ¥221.918 ¥121,625 ¥323.219 ¥201,594 S$1,008.432 $2,978,301 $1,879.869
Government honds
and others 188 193 4 G0 62 2 1591 1,623 32
Corporate bonds 121 123 1 —_ — — 1,026 1,036 10
Others 21 27 0 21 26 3 181 230 £9
Sub total 130,000 351,929 221929 121,706 323,307 201,601 1,101,230 2,981,190 1,879,900
Securities for which
the book value is equal
10 or less than
the acquisition costs;
Corporate shares 7,996 6,513 (1,483) 1,008 965 (43) 67,735 55,167 (12,568)
Government bonds
and others — - — — — — — — —
Corporate bonds _ - — — — — — — —
Others 14 13 (1) 12 12 (V)] 119 113 (6)
Sub total 8,010 6,526 (1,484) 1,020 977 (43) 67,854 55,280 (12,574)
Total ¥138.010 Y358.45p ¥220.445 ¥122,726  ¥324.284 Y201,558 $1,169,084 $3,036,470 §1,867.386
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(3) Procecds, gains and losses on sales of available-for-sale securities in the fiscal years ended March 31, 2007 and 2006, are

summarized as (ollows:
Thousands of
1.8, dollars

Millins of yen (Note 2)
2007 2006 2007
Froceeds from sales ¥20,208 ¥11.129 $171,181
Gross realized gains 11,076 6,620 93,826
Gross realized losses ] 20D (69

(4) Available-for-sale securitics whose fair value was not readily determinable as of March 31, 2007 and 2006 are as follows:
Thousands of

1.5, dollars
Millions of ven (Notwe 2)
2007 2000 2007
Available-for-sale securitivs;
Unlisted equity securities ¥15.875 ¥16,780 $134.476

(5) The intended redemption of available-for-sale securities with maturity dates and marketable securities and investment

securities held to maturity as of March 31, 2007 and 2006 are summarized 2as follows:

Fiscul year ended March 31, 2007 Millions of yen

Within one One year or more,  Five years or more, More than ten
Type year within five yeuars within wn years years
Bonds
(1) Government bonds ¥10 ¥230 ¥ 50 ¥—
(2) Corporate bonds — 300 503 —
(3) Others 2 — —_ _
Total ¥12 ¥530 ¥553 ¥—
Fircal yeur ended March 31, 2007 Thousands of U.8. dollars {(Note 2)

Within one One year or more,  Five years or more, More than ten
Type year within five veurs within ten years years
Bonds
(1) Government bonds $85 $1,951 $ 423 $—
(2) Corporate bonds _ 2.541 §.259 _
(32 Others 12 — - —_
Total $97 $4,492 $4,682 $—
Fiscal yeur ended March 31, 2006 Millions of yen

Within anc One yeur or more,  Five years or more, Morue than ten
Ty year within five years within ten years yeiars
Bonds
(1) Government bonds ¥ 62 ¥110 Y 80 ¥—
(2 Corporate bonds 100 — 703 —
(3} Others 42 — — —
Total ¥204 Y110 Y783 ¥—

5. Inventories:

Inventories as of March 31, 2007 and 2000, consisted of the following:
Thousands of

U.8, dollars
Millions of yen {Note 2)
2007 2006 2007
Preducs and goods ¥ 5073 Y 3,482 § 42,976
Real esraie for sale 1 1 10
Fuel and supplies 33.053 29,866 279,990
Others 513 1,530 4,340
Total ¥38,640 ¥34,870 $327.316
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6. Vessels, Property and Equipment:

As of March 31, 2007 and 2006, Vessels, property and equipment consisted of the following:

Thousands of

U.5. dollars
Millions of yen (Note 2)
2007 2006 2007
Vessels, property and equipment, at cost
Vessels ¥1,086.611 ¥1,015901 § 9.204.671
Buildings and structures 153,938 141,198 1,304,010
Aircraft 79,226 100,924 671,121
Equipment and fixtures 27,653 25,394 234,250
Land 64,340 61,027 545,022
Construction in progress 251,808 197,640 2,133,062
Other 103,407 76,466 £75.955
Total 1,766,983 1,618,550 14,968,091
Less—accumulated depreciation (820,655 (762,485)  (6,951,757)
Net vessels, property and equipment ¥ 946,328 856,065 § 8,016,334
7. Deferred Capital Gains:
in accordance with corporation tax regulations an(d the opin- and ¥4,842 million, mainly from insurance claims, were
ion of the Japanese Institute of Centified Public Agcountants, deducted from the cost of properties acquired in replace-
deferred capital gains of ¥5,801 million ($49,140\thousand}, ment as of March 31, 2007 and 2006, respectively.

8. Short-Term Bank Loans and Long-Terml Debt:

(1) Short-term bank loans had weighted-averaglgc interest rates of 2.09 percent and 2.60 percent as of March 31, 2007 and

2006, respectively.

(2) Long-term debt as of March 31, 2007 and 2D06, consisted of the following:
Thousands of

U.s. dollars
Millions of yen {Note 2}
2007 2006 2007

Loans from banks and other financial institutions| with a weighted-average

interest rate of 2.38 and 2.27 percent at March 31, 2006 and 2007,

due from 2007 to 2024 ¥513.,790 ¥493 909 $4,352,313
0.47 percent bonds, due on October 18, 2007 20,000 20,000 169,420
0.52 percent bonds, due on February 20, 2009 15,000 15,000 127,065
0.81 percent bonds, due on October 16, 2009 20,000 20,000 169,420
1.01 percent bonds, due on February 21, 2013 13,0600 15,000 127,065
1.58 percent bonds, due on June 9, 2014 20,000 20,000 169,420
2.06 percent bonds, due on June 22, 2016 20,000 — 169,420
2.36 percent bonds, due on June 7, 2024 10,000 10,000 84,710
2.65 percent bonds, due on June 22, 2026 10,000 — 84,710
Convertible bonds with warrants, due on September 24, 2026 56,335 — 477,212
Floating/fixed rate euro medium-term notes, dug from 2008 2,000 6,800 16,942
Subtotal 702,125 600,709 5,947,697
Less portion due within one year (117,559 (94,478) (995.843)
Total ¥584,566 ¥500,231  $4,951,854
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The aggregate annual maturities of long-term loans from banks and other financial institutions, bonds and notes as of

March 31, 2007, were as follows:

Thousands of

1.5, dollurs
Years ending March 31, Millions of yen (Noie 2)
2000 ¥145.808  $1,235,135
201¢ 08.176 377,517
2011 37,851 320,468
2012 41,945 355,314
2013 and thereafter 290,806 2,463,420
Total ¥584,566 §4,951,854

Bon«s with warrants

Euroyen-denominated convertible bonds
with issuer aption to settle for

cash upon conversion

Class of shares o be issued

Issue: price for warrants

Exercise price per share

Total amount of debt securities issued

Total amount of shares issucd by exercising warrants
Percentage of shares with warrants (%)

Exercise period

Ordinary shares of common stock

¥843 (§7.14)

¥55,000 million ($465,904 thousand (Note 2))

100

Qctober 4, 2006-September 10, 2026

Note: Bonds were issued at 4 price higher than the issue price. Accordingly, the outstanding halance ut the end of the period is calculated

using the amortized cost method,

9. Pledged Assets and Secured Liabilities:

As of March 31, 2007, the following assets were pledged as collateral for short-term loans, current portion of long-term

debt, long-term debt and others:

Net book value

Thousands of

.5, dollars
Pledged Assets Millions of yen (Note 2)
Vessels ¥ 79,079 S 669,880
Buildings and structures 7,248 61.395
Aldrcraft 13,589 115,117
Land 8,162 69,142
Invesiment securities 19,247 © 163,039
Others 11,109 94,098
Total V138,434 §1,172,671
Thousands of
(1.5, dollars
Secured liabilities Millions of yen {Note 2)
Short-term loans and current portion of long-term debt ¥23.445 $198.608
Long-rerm debt 50,118 424,547
Others 315 2,668
Total 73 878 $625,823
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10.Income Taxes:

(1) Significant components of deferred tax assets and liabilitics s of March 31, 2007 and 2000, are as follows:

Thousunds of
U.8. dollars

Millions of yen {Note 2}
2007 2006 2007
Deferred tax assets:
Employees’ bonuses accrued ¥ 3,035 ¥ 3,199 § 25713
Liability for employees' retirement benefits 8.353 10,475 70,758
Losses on revaluation of securities 2,449 2,343 20,747
Losses on revaluation of fixed assets 1,549 3,021 13,123
Impairment losses on fixed assets 4,590 4,368 38879
Tax losses carried forward 22,506 17,428 190,645
Unrealized gains on sale of fixed assets 3,260 3,431 27,619
Liability for periodic dry-docking of vessels 877 624 7,428
Accrued expenses 3,332 3,062 28,222
Others 6,738 9,013 57.080
Suhtotal of deferred tax asscts 56,689 56,9604 480,214
Valuation allowance (28,36%) (22,386) (240,281)
Total deferred tax assets 28,324 34,578 239,933
Deferred ax liabilities:
Gain on securities contribution to employee retirement benefit trust (3,754) (3,754) (31,803
Net unrealized gain on available-for-sale securities (B1,330) (75,624) (688,994)
Depreciation (4,472) (6,068) (37,880)
Special tax purpose reserve (3,824) (5,271) (32,388)
Unrealized losses on sale of fixed assets (326) (287) (2,761
Net deferred gain on hedge contracts (10,805) — (91,52%)
Others 2,529 (2,909) (21,425
Totwl deferred wax liabilities (107 046) (93.913) (906,782)
Net deferred tax assets (liabilities) ¥ (78,722 ¥(59,333)  $(666,849)

(2) Reconciliation of the statutory income tax rate to the effective income tax rate for the years ended March 31, 2007 and

2000, are as follows;

2007 2006

Statutory income 1ax rate 37.5% 37.5%
Increase (decrease) in taxes resulting from:

Amortization of goodwill 0.3 0.2

Equity in income of non-consolidated subsidiaries and associated companies (1.8) (0.5

Permanently non-deductible expenses for tax purposes, such as entertainment expenses 1.3 1.5

Permanently non-taxable income, such as dividend income (1.3) (0.9)

Changes in valuation allowance 5.6 —

Other 0.6 (3.1)
Effective income tax rafe 42.2% 34.7%
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11. Equity:

On and after May 1, 2006, Japanese companies are subject
to a new carpordate law of Japan (the “Corporate Law™),
which reformed and replaced the Commercial Code of Japan
(the *Code™) with various revisions that are, for the most
part, applicable 10 events or transactions which occur on
or after May 1, 2006 and for the fiscal years ending on or
after May 1, 2006. The significant changes in the Corporate
Law thar affect financial and accounting matters are sum-
marized below:
(@) Dividends
Under the Corporate Law, companies can pay dividends at
any time during the fiscal year in addition to the year-end
dividlend upon resolution at the sharehotders’ meeting. For
companies that meet certain criteria such as; (1) having the
Board of Directors, (2} having independent auditors, (3) hav-
ing the Board of Corporate Auditors, and (4) the term of
service of the directors is prescribed as one year rather than
wo years of normal term by its articles of incorporation, the
Board of Directors may declare dividends (except for
dividends in kind) at any time during the fiscal year if the
company has prescribed so in its articles of incorporation.
Semiannual interim dividends may also he paid once a
year upen resolution by the Board of Directors if the anticles
of incorporation of the company so stipulate. The Corpo-
rate Law provides certain limitations on the amounts avail-
able for dividends or the purchase of treasury stock. The
limitation is defined as the amount available for distribu-
tion 1o the shareholders, but the amount of net assets after

dividends must be maintained at no less than ¥3 million.

12. Commitments and Contingent Liabilities:

(B) Increases/decreases and transfer of common stock,
reserve and surplis

The Corporate Law requires that an amount equal to 10%
of dividends must be appropriated as a legal reserve (a
component of retained earnings) or as additional paid-in
capital (a component of capital surplus) depending on the
equity account charged upon the payment of such divi-
dends until the total of aggregate wmount of legal reserve
and additional paid-in capital equals 25% of the common
stock. Under the Corporate Law, the total amount of addi-
tional paid-in capital and legal reserve may be reversed
without limitation. The Corporate Law also provides that
comman stock, legal reserve, additional paid-in capital, other
capital surplus and retained earnings can be transferred
among the accounts under certain conditions upon resolu-
tion of the sharcholders.

(c) Treasury stock and treasury stock acquisition rights
The Corporate Law also provides for companies to pur-
chase treasury stock and dispose of such treasury stock by
resolution of the Board of Directors. The amount of trea-
sury stock purchased cannot exceed the amount available
for distribution to the shareholders which is determined by
specific formula. Under the Corporate Law, stock acquisi-
tion rights. which were previously presented as a liability,
are now presented s 4 separate component of equity. The
Corporate Law also provides that companies can purchase
both reasury stock acquisition rights and treasury stock.
Such treasury stock acquisition rights are presented as a
separate component of equity or deducted directly from

stock acquisition rights.

Commitments made by the Company and its consolidated
subsidiaries amountexd o ¥743,208 million (86,295,702 thou-
sand) for the construction of vessels, 10 ¥527,428 million
(84,467,836 thousand) for the purchase of aircrafts and to

¥1,204 million (510,195 thousand) for the purchase of other

equipment as of March 31, 2007.

Contingent liabilities for notes receivable discounted and
endorsed, loans guaranteed and joint debt of indebiedness
as of March 31, 2007, were as follows:

Theusands of
U.8. dollars

Millions of yen (Note 2)
Notes receivable discounted and endorsed ¥ G $ 53
Guarantees of loans 107.815 913,297
Joint debt of indebtedness 32,103 271,944

Total

¥139.924 $1,185,294
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13. Statements of Cash Flows:

A reconciliation of cash and cash equivatents in the consolidated statements of cash flows and account balances of the

consalidated balance sheets as of March 31, 2007, 2006 and 2005, are shown below,
Thousands of

U.5. dollars
Millions of yen (Note 2)
2007 2006 2005 2007
Cash and deposits ¥92 286 ¥80,604 ¥66,740 $781,751
Deposits with maturity of over three months (4,576) (2,116) (1,712) (38,763
Cash and cash equivalents ¥87,710 ¥78,488 ¥65,028 $742,988

The assets and liabilities arising from the acquisition of the 9 companies at the beginning of consolidation are as follow:
Thousands of

U.S8. dollars
Millions of yen (Note 2)
2007 2007
Current assets ¥13 448 $113,921
Non-current assets 22,502 190,613
Total assets ¥35,950 $304.534
Current liabilities ¥23.461 5198,741
Long-term liabilities 15,248 129,163

Tonal liabilities ) ¥38,709 $327.904

14. Accounting for Leases:

Finance leases, except those for which the ownership of leased assets are deemed to be transferred 1o lessees, are accounted

for by a method similar to that applicable to ordinary operating leases.

(1) Finance leases accounted for as operating leases
As lessees
a. Acquisition cost, accumulated depreciation and net balance at end of the year of leased assets as of March 31, 2007 and

2006, which included the portion of interest thercon, would have been shown in the consolidated balance sheets as

follows, if the leased assets had been capitalized. Millions of yen _ Thousands of U.5. dollars (Note 2}
2007 2006 2007
Net balance Net balance Net balance
Acquisition  Accumulated  at end Acquisition Accumulated  at end Acquisition  Accurnulated at end

cost depreciation  of the year cost depreciation  of the year cost depreciation  of the year

Vessels ¥ 6,499 ¥ 2945 ¥ 3554 ¥ 0468 ¥ 2482 ¥ 3986 § 55,094 § 24944 $ 30,110
Adreraft 29,428 4,086 25,342 29,427 1,634 27,793 249,279 34,617 214,662
Equipment and fixtures 76,680 28379 48,301 67,795 20,941 46,854 649,559 240,397 409,162
Other tangible fixed assets 2,528 1,402 1,126 2,206 1,305 901 21,413 11,879 9,534
Total ¥115.135 ¥36,812 ¥78,323 ¥105,806 ¥26,362 ¥79.334 $975.305 $311837 $663468

b. Future lease payments as of March 31, 2007, which included the portion of interest thereon, are as follows:
Thousands of
1.5, dollars

Millions of yen (Note 2)
Within one year ¥12,207 $103,411
More than one year 68.876 583,440
Total ¥81,083 $686,857
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c. lease expenses, depreciation and interest expenses for the year ended March 31, 2007, 2006 and 2005, are as follows:

Thousands of
1i.8, dollars

Millions of yen (Note 2)
2007 2006 2005 2007
Lease expenses for the year ¥14,389 ¥9.813 ¥6,995 $121,889
Depreciation 12,174 9,056 6,262 103,127
Interest expenses 1,613 987 864 13,657

d. Calculation of depreciation equivalent
Assumed depreciation amounts are computed using the straight-line method over the lease terms assuming no residual
value,

e. Calculation of interest equivalent
The excess of total lease payments over acquisition cost equivalents is regarded as amounts representing interest

payable equivalents and is allocated 1o each period using the interest method.

s fessors

2

4. Acquisition cost, accumulated depreciation and net balance at end of the year of leased assets as of March 31, 2007 and

20006, are as follows:
Thousands of

Millions of yen U.S. dolars (Note 2)

2007 2006 2007
Net balance Net balance Net balance
Acquisition Accumulated atend  Acquisition Accumulated a1 end Acquisition  Accumulated  at end
cost  depreciation  of the year cont depreciation  af the year cost depreciation  of the year
Ejguipment and fixtures ¥15 ¥14 ¥l ¥15 ¥10 ¥ 5 $129 $115 $ 14
Cther tangible fixed assets 35 9 26 35 8 27 296 79 217
Total ¥50) ¥23 ¥27 Y50 Y18 ¥32 $425 $194 $231

b, Future lease income as of March 31, 2007, which included the portion of interest thereon, is as follows:
Thousands of
.5, dollars

Miltions of yen {Note 2)
Within one year ¥ 16 $ 135
More than one year 107 907
Total ¥123 $1,042

¢. Current lease income and depreciation for the year ended March 31, 2007, 2006 and 2005, are as follows:
Thousunds of

U.5, dollars
Millions of yen {Note 2)
2007 20006 2005 2007
Lease income for the year ¥17 ¥51 ¥50 $140
Depreciation 3 8 11 27

(2} Operating leases
As lessees

Future lease payments as of March 31, 2007, are as follows:

Thousands of
LLS, dollars

Millions of yen

(Note 2)

Within one year ¥ 51,964 $ 440,183
More than cne year 288,967 2,447 837
Total ¥340,931 $2.888,020
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As lessors

Future lease income as of March 31, 2007, are as follows:

Thousands of
U.5. dollars

Millions of yen {Note 2)

Within one year ¥ 849 $ 7.187
More than one year . 1,031 8.735
Total ¥1,880

15. Derivative Financial Instruments:

$15,922

(1} Contents of, policies for, and objectives in the use of
derivatives
The Company and its consolidated subsidiaries employ vari-
ous financing methods to obtain funds necessary for the
conduct of their operations. In addition, a substantial por-
tion of total assets and Habilities is denominated in foreign
currencies. Accordingly, derivative financial instruments are
used to hedge and manage the inevitable rsks of fluctuations
in interest rates and foreign currency rates. Specifically, 1o
avert interest rate risk associated with borrowings, bonds
and other financial instruments, the Company and its con-
solidated subsidiaries utilize interest rate swap contracts,
interest rate cap contracts and other techniques. To avert
foreign exchange risk associated with foreign currency asscts
and liabilities, the Company and its consolidated subsidiar-
ies make use of forward foreign currency contracts, cur-
rency swap contracts and other techniques. Similarly, to
deal with the risk of price fluctuations in fuel, the Com-
pany and its consolidated subsidiaries utilize fuel swap
coniracts and other techniques. However, the Company and
its consolidated subsidiaries do not engage in trading or in
speculative use of derivative financial instruments.
Regarding hedge accounting for derivative financial
instruments, the following methods and policies are applied.
a. Hedge accounting method
The Company and its consolidated subsidiaries mainly
adopt a deferred hedge method that requires the Com-
pany to mark the derivative financial instruments effec-
tive as hedges to market, and to defer the valuation
loss/gain. For forward foreign exchange contracts and
currency swap contracts that meet the required condi-
tions under the accounting standard, the Company and
its consolidated subsidiaries translate hedged foreign
currency assets and liabilities at the rate of these con-
tracts. In addition, for interest rate swap contracts and
interest rate cap contracts that meet specified condi-

tions under the accounting standard, the related inter-

est differentials paid or received under the contracts
are included in the interest income/expenses of the

hedged financial assets and liabilities.

b. Principal hedging techniques and items hedged

Principal hedging technigues Principal items hedged

Currency swap contracis Foreign currency borrowings
and bonds

Borrowings, bonds and loans

Purchase price of fuel

Forecasted foreign currency

Interest rate swap contracts
Fuel swap conracts
Forward foreign exchange

contracls transactions

¢. Hedging policy
Based on internal rules and regulations, including the
Company’s Rules for Risk Management Employing
Financial histruments, the Company and its consoli-
dated substdiaries enter into hedging transactions to
offset the risk of market rate fluctuations and others, for

items (0 be hedged.

d. Method for evaluating effectiveness of hedging
The Company and its consolidated subsidiaries analyze
the ratios of the cumutative amount of market fluctua-
tion or cash flow of the hedging financial instruments,
except interest rte swaps that meet specified conditions

under the accounting standard, and the hedged items.

(2) Risks inherent in derivative transactions

Derivative transactions are subject to inherent market risk,
which is derived from future changes in market prices (cur-
rency rates, interest rates and prices), and credit risk, which
is derived from the counterparty or counterparties to the
derivative transaction becoming unable to perform their
contractual obligations. The derivative financial instruments
utitized by the Company and its consolidated subsidiaries
are only those which offser the fluctuation of fair value of

underlying financial assets and liabilities, thereby the Com-

pany and its subsidiaries are not exposed to material mar-




ket risk. The counterparties in the derivatives fransactions
are financial institutions with high credit ratings, implying

that credit risk is immaterial.

(3) Risk management for derivatives

The derivative trunsactions of the Company and its consoli-
dated subsidiaries follow the internal approval process speci-
fied in the Company's Rules for Risk Management Employing
Financial Instruments and other rules as well as regulations

and are subject to internal control operated principally by

the divisions in charge of accounting. In addition, to pre-
vent improper transactions, the back-office function for these
transactions is performed by a different personnel of the
Company and its consolidated subsidiaries other than those
staft directly involved in the dealings. The contract amounts
and other information related to derivative financial instru-
ments are reported to a director in charge periodically, and,

as necessary, to the Board of Directors,

liems pertaining to the marker price of transactions (As of March 31, 2007 and 2006):

Thousands of

Millions of yen U.S. dollars (Note 2)
2007 2006 2007
Contracls  Unrealized Contracts  Uncealized Contracts  Unrealized

outstanding gain (loss) ourstanding  gain (loss) outstanding  gitin (loss)

1. Currency-related

Forward foreign currency exchange contracts:
Buy U.S. dollar, sell Japanese yen
Sell U.S. dollar, buy Japanese yen
Buy Euro, sell Japunese yen
Sell Euro, buy Japanese yen
Buy H.K. dollar, sell Japanese yen
Buy Thai Bah, sell Japanese yen
Others

Currency swaps:
Receive Japanese yen, pay U.S. dollar

¥ 2,322 ¥ 2 ¥ 430 ¥ (O $19668 $ 16

— — 4.002 (201) — —
133 2 635 1 1,124 14
628 Q) 1,294 )] 5317 W
160 (1) 244 ® 1,359 (12

92 1 211 3 783 9
813 ()] 1,551 2) 6,891 “@

60 2 90 3 512 17

2. Interest rate-related

Inzerest rate swaps:
Receive fixed, pay floating
Receive floating, pay fixed

¥ 6,245 ¥ 527 ¥9,903 ¥ 591 $52,902  $4,468
10,078 “420) 9.748 (495) 85,370 (3,550

Notes: 1, The marker price of forward foreign currency exchange contracts at the end of the fiscal year is based on the forward foreign

exchange rate then prevailing in the market.

2. The values of currency swap and interest rate swap transactions are valued at the market rates reported by the financia) institu-
tions handling these transactions for the Company, as of the end of the consolidated fiscal year.
3. ltems for which hedge accounting is applied are excluded from the above table disclosure,

16. Accounting for Employees’ Retirement Benefits:

(1) Cutline of employees’ retirement benefit plans:

The Company and its domestic consalidated subsidiaries
have :he following defined benefit plans: the Tax Qualified
Pension Plan, the Japanese government’s Employees’ Pen-

sion Fund, and a redrement lump sum allowance system.

In addition, certain overseas consolidated subsidiaries
have established defined contribuwtion plans or defined ben-
efit plans, and the Company has set up an employee

retirement benefit trust.
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(2) Amounts related to projected benefit obligations (As of March 31, 2007 and 2006):

Thousands of

U.5. dollars
Millions of yen (Note 2)
2007 2006 2007

Projected benefit obligations ¥ (94,68%) ¥ (92,556) $(802,057)
Plan assets (Note) 117.814 113,481 9u8,000
Unfunded obligations 23145 20,925 195,943
Unrecognized plan assets — — -
Unrecognized actuarial accounting differences (31,032 (31,008) (262,874)
Unrecognized prior service cost 3,344 — 28,333
Net obligations on the consolidated bulance sheets 4,557 (10,083) (38,598)
Prepaid pension costs 12,922 9,362 109,467
Liability for employees’ retirement benefits ¥ (17,479 ¥(19,445) $(148,00%)

Note: Plan assets telated to jointly established Employees’ Pension Fund of ¥4,693 million ($39,757 thousand) and ¥4,406 million as of
March 31, 2007 and 2006, respectively, are not included in pension assets above.

(3) Amounts related to retirement benefit costs (Years ended March 31, 2007 and 2006):

Thousands of

.5, dollars

Millions of yen (Note 2}

2007 2006 2007

Service costs ¥ 3320 ¥3 808 $ 28,174
Interest costs 1,870 1,257 15,844
Expected return on plan assets (1,351) (’18) (11,448)
Amortization of actuarial differences (3,506) 8 (29,697)
Amortization of unrecognized prior service cost (B (26) (68Y)
Retirement benefit costs ¥ 258 ¥4,229 $ 2,184
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Note: n addition to the costs shown above, cenain consolidated subsidiaries had ¥1,375 million (811,644 thousand} and ¥1,323 million for
the fiscal yvears ended March 31, 2007 and 2006, respectively, in defined contribution retirement benefit costs. Besides the retirement
benefit costs shown above, certain domestic consolidated subsidiaries treated the amount of defined contributions paid to their

Employees’ Pension Fund as retirement benefit costs.

(4) Assumptions in calculation of the above information (As of March 31, 2007 and 2000):

2007

2006

Method of atributing the projected benefits to periods of service straight-line basis
Discount rate mainly 2.0%
Expected rate of return on plan assets mainly 2.0%-3.0%
Amortization period of unrecognized prior service cost mainly 8 yeuars

Amortization period of unrecognized actuarial differences mainly B yvears

straight-line basis
mainly 2.0%
mainly 2.0%—3.0%
mainly 8 years
mainly 8 years




17. Industry Segment Information:

The Company and its consolidated subsidiaries operate in 7
bus.nesses: Liner trade, Other shipping, Logistics, Terminal

and Harbor Transport, Cruise, Real Estate and Others.

Year ended March 31, 2007:

The following tabulation presents certain segment
information for the years ended March 31, 2007, 2006 and
2005,

Millions of yen

Terminal wnd Elimination
Other Harbor or Consolidated
Liner trede shipping Logistics  Transport Cruise  Real Estate Other Total Corporate Toul
I Revenues and Operating Income
Revenues:
(1) Revenues from
custumers Y508,459 ¥ 776,823 V480,559 ¥ 94488 V44,140 ¥ 9054 ¥YI90,757  ¥2,164.280 ¥ —  ¥2,164,280
(2} Inter-segment
revenues 3,535 6,476 2,142 32412 — 2,581 81,398 133,541 (133.541) —
Tatal revenues 573,994 783,299 482,701 126,900 44,140 11,635 275,152 2,297.821  (133,541) 2,164,280
Operating costs
and expenses 583,874 678,689 466,580 118,995 39,058 8,644 297,604 2,193,444 (134,106) 2,059,338
Operating income ¥ (98800 ¥ 104,610 Y 16,121 ¥ 7905 ¥ 5082 ¥ 2991  ¥(22452) ¥ 104.377 ¥ 565 ¥ 104,942
I Assets, Depreciation and Amortization, and Capital Expenditures
Assels ¥301,698 ¥1,108,962 Y243,737 ¥L47.294  Y40.504 ¥05.837  ¥YSY6,727  ¥2,503.75% ¥(370.317) ¥2.135,442
Depreciation
and amortization 7.118 50,541 6,996 4,516 2,199 1,047 8,081 80,198 (am 80,488
Capital expenditures 70513 129.079 6,325 7.753% 382 390 54,407 271.949 — 271,949
Thousarxls of U.S. dollars (Note 2)
Terminal and Elimination
Other Harbor or Consolidated
Liner trade  shipping Logistics  Transport  Cruise  Real Estate Other Total Corporate Total
[ Revenues and Operuting Income
Revenues:
(1) Revenues from
customers S$(815.410 $6.580.459 $4070.8045 800,401 $373,911 § 76,698 51,615,902 $18,333.585 § — §18,333.585
(2) Inter-segment
TEVERUES {6,883 34,802 18,143 274,566 — 21,860 714,910 LI3E224 (1,131,228 —
Total revenues 4,802,293 6,035,321 088,947 LOTE967 373911 98558 2330812 19464,809 (1,131.224) 18,333,585
Operating costs
atd expenses 4945986 5749,168 3952390 1008010 330861 73217 2521002  18580.634 (1,136,009 17,444,625
Openating income  $§ (83,693 § 886,153 5 1365578 66,957 § 43,050 § 25341 § (190,190) 5 884,175 § 4,785 8§  BEB.960

Assets, Depreciation and Amortization, and Capital Expenditures

Assets

Depreciation
60,297

597.315

and amertization
Capitul expenditures

428,132
1,093,427

§2.555,082 $9.393.998 $2.0064,095§1.247,725

59,259
53,577

38,255
65,680

$351 584 $357,708 $5.054.862 $21.226,254 $(3,136,955) $18.089,299
18,630 8.868 68,455 GB1.896 (#5) 681,811
20494 3306 GO08TT 2,303,676 — 2,303,676
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(1) Changes in Business Categories
The Group separates business categories to ensure that
the management organization has qualities in line with
the services each segment provides. From the consoli-
dated fiscal year ended March 31, 2007, tugboat opera-
tions have been shifted from the “Other” operating
segment to the “Terminal and Harbor Transport” seg-
ment to more clearly reftect their administrative han-
dling. This change in business categories had no material
impact on segment information.

(2) During the consolidated fiscal year ended March 31,
2007, within the *Other” business segment, airfreight
services accounted for revenues of ¥97,013 million

($821,793 thousand) of which, ¥88,216 million (747,273

‘ thousand) was revenues from external customers and

‘ ¥8,797 million ($74,520 thousand) was inter-segment

Year ended March 31, 2007:

revenues, operating costs and expenses of ¥118,611
million ($1,004,754 thousand) and operating losses of
¥21,598 million ($182,961 thousand).
(3) Change in the Scope of Companywide Assets

In the past, such items as invesunent securities were
treated as Companywide assets. From the consolidated
fiscal year ended March 31, 2007, these assets were
allocated 1o individual segments. This change clarifies
the assets that individual segments are responsible for
managing and reflects the change in the standards of
allocation used in administrative handling. As of March
31, 2007, ¥378,781 million ($3,208,648 thousand) that
would have been recorded as Companywide assets
under the previous method was allocated individually.
The following amounts would have been allocated 1o

individual segment under such method.

Millions of yen

| Terminat and Elimination
: Other Harbor or Consaliduted
| Liner trade shipping Logistics Transport Crujse Real Estate Other - Towl Corporate Total
: Assets ¥278.770 ¥939.111  ¥234,457  Y142.:440 ¥40,575  ¥7.917  ¥457,675 YZL40957  ¥(5,515)  ¥2,135.442
Thousands of 1.5, dollars (Note 2}
Terminal and Elimination
Other Harbor or Consolictated
Liner trade shipping Logistics  Transport Cruise Real Estate Other Total Corporate Total
Assets $2,361,512  $7.935,196  $1,986,080 $1,206,659  $343,707  §405910 §3.876,955 $18,136,019 S(i6,720)  $18.089.299
Year ended March 31, 2006:
Millions of yen
Terminal and Elimination
Other Harhat or Cansolidated
Liner trade shipping Logistics ~ Transpornt Cruise  Real Estate Oiher Total Corporate Total
[ Revenues and Operating Income
Revenues:
{1} Revenues from
customers ¥534,637  ¥672.780  ¥424645 ¥ 83109 Y40750 ¥ 9451  ¥163930  ¥1,929302 ¥ —  ¥1,929,302
(2) Inter-segment
revenues 4,542 4,937 1,786 28,366 — 3,072 70,340 113,063 {113,063) —
Total revenues 339,179 677,737 426431 111475 40,750 12,523 234,270 2,042,365 (113,063) 1,929,302
Operating costs
anl expenses 523,154 571,400 413,680 104,175 40,229 9,673 239,629 1,901,940  (113,119) 1,788,821
Operating income ¥ 16,025 Yi06337 Y 12751 ¥ 7300 ¥ 521 ¥ 2850 ¥ (5359) ¥ 140,425 ¥ 36 ¥ 140,481
Il Assets, Depreciation and Amortization, and Capital Expenditures
Assets ¥247,860 ¥803,511 ¥203094  ¥84,455 Y3084 ¥49.252 ¥374,469 ¥1,797,325 ¥ 80,115 ¥1,877 440
Depreciation
and amortization 6,067 48,739 6.336 2,967 2,854 1,085 5,778 73,827 (13 73,814
Capital expenditures 60,791 95,300 7.822 2,688 6,022 725 20,214 193,568 — 193,568

62 NIPPON YUSEN KABUSHIKI KAISHA




Effective from the fiscal year ended March 31, 20006, the These changes in business segments were judged to be

former “Shipping” segment has been divided into the “Liner more appropriate in light of the operational content of the
trade” and “Other shipping” segments, and the former “Ship- business in the NYK Group of companies and figures for
ping-related services” segment has been included in “Other.” 2005 have been restated.

Year ended March 31, 2005;

(Restated) Millions of yen
Terminal and Elimination
Other Harbor or Consolidated
Liner trade  shipping Logistics  Transport Cruise  Real Estate Other Taral Corporate Total

I' Revenues and Operating Income

Revenues:
(1} Revenues from

CUStomers ¥453,646  ¥507,112 ¥356,308  ¥82.043 ¥33402 ¥10,041 ¥103546  YI1,606,098 ¥ —  ¥1,606,098
(2) Inter-segment

revenues 3,308 4,678 890 26,967 30 2915 43,124 82,002 (82.002) —
Total revenues 457044 571,790 357,198 109010 33432 12956 146670 1,688,100 (82,002) 1,606,098
Qoerating costs

and expenses 410,983 467,975 348831 104,863 37,060 10,114 146,909 1,526,735 (82,012) 1,444,723

Operating income ¥ 46061  YI03815 ¥ 8367 ¥ 4147 ¥(3628) ¥ 2842 ¥ (239) ¥ 161365 ¥ 16 ¥ 161375

I Assets, Depreciation and Amortization, Impairment Loss on Fixed Assets, and Capital Expenditures

ssets YI82,601  ¥694,131 ¥176.218  ¥B4425 ¥36518  ¥51,488  ¥224473  ¥1449944 ¥ 26,283  Y1476,227
De:preciation

and amortization 6,271 46,101 4,938 3,104 2,859 1,092 2,449 66,814 — 66,814
hir.pairment loss on

fixed assets — 38 3,140 427 7.947 6,612 443 20,607 — 20,607
Capital expenditures 30,118 132,343 14,766 3,948 1,256 987 4,151 193,560 — 193,569

18. Geographical Segment Information:

Major countries and regions in each segment are as follows:

North America:  United States and Canada

Eurcpe: United Kingdom, Germany, the Netherlands, Italy, France and Belgium
Asia Singapore, Thailand, Hong Kong and China
Others: Australia
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The tables below contain segment information for the fiscal years ended March 31, 2007, 2006 and 2005.

Millions of yen

Elimination or

Yeuar ended March 31, 2007: Japan  North America  Europe Asiy Other Total Corporate Consolidated
I Revenues and Operating Income
Revenues:
(1) Revenues from customers ¥1.639,.024  Y204,218  ¥176.414 ¥116492 ¥ 7232 ¥2164.280 ¥ — ¥2,164.280
¢2) Inter-segment revenues 17,051 41,290 13,307 13,927 3,666 89,2l (89.241) —
Subtotal 1,676,975 245,508 189,721 130419 10,898 2,253,521 (H9,241) 2,164,280
Operating costs and expenses 1,602,087 231,381 183,189 121,428 10,709 2,148,794 (89,456) 2,059,338
I Operating income ¥ 74888 Y 14,127 ¥ 6532 ¥ 899l ¥ 189 ¥ 104,727 Y 215 ¥ 104,942
| I Assets ¥1,846,348 ¥100.848 ¥236.280  ¥162.960 ¥ 9,782 ¥2,350.218 ¥(220,776) ¥2,135,442
Thousands of U.5. dollars (Note 2)
Elimination or
Year ¢nded March 31, 2007: Japan North America  Europe Asia Other Tatal Corporite Consolidated
I Revenues and Operating Income
Revenues:
{1) Revenues from customers S14.061,191 $1,729931 $1,494.403 $ 986801 861,259  SI8333385 § — 518,333,585
(2) Inter-segment revenues 144,441 349,764 112,719 117,976 31,059 35,959 (755959 —
Subtotal 14,205,632 2079695  1.607,122 1,104,777 92318 19.089,5:4 (755,959 18,333,585
Operating costs and expenses 13,571,255 1,960,026 1551,792 1,028,611 90.722 18,202,406 (757,781 17,444,625
Operating income § 634377 5 119669 $ 33330 8 T6I66  $ 1596 % BHTIM S 1.822 §  BB3.9G)
II Assets $15,640,392 8§ BS54,277 $2,001.527 $1,380.434  $82.861 $19,959.491 $(1,870,192)  S18,089,299

In the past, such items as investment securities were
treated as Companywide assets. From the consolidated fis-
cal year ended March 31, 2007, these assets are allocated 1o
individual segments, This change clarifies the assets that
individual segments are responsible for managing and

reflects the change in the standards of allocmion used in

Year ended March 31, 2007:

administrative handling. As of March 31, 2007, ¥378,781
million ($3,208,648 thousand) that would have been
«  recorded as Companywide assets under the previous method
was allocated individually. The following amounts would
have been allocated o individual segment under such

method.,

Millions of yen

Elimination or

Japan  Norh America Europe Asia Other Totul Corporate Consolidated
Assels ¥1.481,546  YI00.848  ¥236,280  ¥162,960 ¥9.782 ¥1,991,416 ¥144,026 ¥2,135442
Thousands of U5, dollars (Note 2)
Elimination or
Japan  Norih America Europe Asin Other Total Corporate Consalidated
Assels $12,550,158  $854.277 $2001,527 $1,380.i%4 $82861  $16,869.257  $1,220,042 $18,089,299
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Millions of yen

Elimination or

Year ended March 31, 2006; Japan  North America  Europe Asia Other Total Corporate  Consolidated
I Revenues and Operating Income
Revenues:
(1) Revenues from customers ¥1,480,214 Y198.603 V152,308 ¥90,410 ¥7.767  Y1.929,302 ¥ - ¥1,929,302
(2) Inter-segment revenues 15,105 33,897 10,338 12,429 1,957 73,926 (73,926) —
Subtotal 1,495,319 232,500 162,846 102,839 0,724 2,003,228 (73,926) 1,929,302
Opertating costs and expenses 1,379,144 223,764 156,309 94,216 9,550 1,862,983 (74,162) 1,783,821
Operating income Y 116175 ¥ 873 Y 6537 ¥ 8623 ¥ 174 ¥ 140,245 ¥ 236 ¥ 140,481
II Assers ¥1,351,325 ¥ 90,794 ¥128,071 ¥a7,123 ¥6,922 Y1,644,235 ¥233,205 ¥1,877,440
Millions of yen
Elimination or
Year ended March 31, 2005 Japan North America  Europe Asiz Other Tatal Corporite Consolidated
I Revenues and Operating Income '
Revenues: |
(1) Revenues from customers ¥1,250,656  Y165,070  Y114806  Y67,087  ¥7380 ¥1,606,098 ¥ — ¥1,606,098
(2) Inter-segment revenues 12,107 24,572 9,223 11418 1,319 58,639 (58,639 —
Subtotal 1,262,763 190,651 124,119 78,505 8,099 1,664,737 (58,639} 1,606,098
Qperating costs and expenses 1,109,750 194,061 118,425 72,577 8818 1.503,631 (58,908) 1,444,723
Operating income ¥ 153013 Y (3410) ¥ 5694 ¥ 5928 ¥ (119 ¥ 161,106 ¥ 269 Y 161,375
Il Assets ¥1,095477 ¥ 73699  YIB1712  ¥68341  ¥7,186 ¥1431415 ¥i4,812 ¥1,476,227

19. International Business Information:

Geographical areas belonging to each segment are as follows:

North America:  United States and Canada
Europe:
Asig;

QOthers:

The tables below contain international business information for the years ended March 31, 2007, 2006 and 2005.

Year ended March 31, 2007:

United Kingdom, Germany, France, Italy and other European countries
Southeast Asia, East Asia, Southwest Asii, and the Middle and Near East

QOceania, Cenrtral and South America, Africa and other countries

Millions of yen

North America Europe Asia Others Total
I Internationat revenues ¥O18.980 ¥402 881 ¥i38.545 ¥375.492 ¥Y1.835,898
1 Coasclidated revenues — — - - 2,164,280
I Ratio of international revenues to consolidated revenues 8.6 18,6 20,3 17.3 848

Thousands of 1.8, dollars

North America Europe Asiu Others Taotal
[ International revenues $3,243,375 $3,412,802 $3,714.907 $3, 180,783 $15,551 807
I1 Consolidated revenues — — - — 18,353,585
[11 Ratio of international revenues to consolidated revenues 8.6 18.6 20.3 17.3 84.8

Year ended March 31, 2006:
Millions of yen

Nonh America Europe Asia Others Total
[ Imernational revenues ¥579,002 ¥331,698 ¥300,104 ¥322,028 ¥1,622,832
[1 Consatidated revenues — — — 1,929,302
[Tl Rat o of international revenues to consolidated revenues 30.0 17.2 202 16.7 84.1
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Year ended March 31, 2005:

Millions of yen

North America Europe Asia Others Total
1 International revenues ¥475,235 ¥266.889 ¥308.758 ¥274,792 ¥1,325,674
Il Consolidated revenues — — — — 1,606,098
111 Ratio of international revenues (o consolidaied revenues 29.6 16.6 19.2 17.1 82.5

20. Related Party Transactions:

The Company were contingently liable as guarantors of indebtedness of related party at March 31, 2007 and 2006 as follows:

Thousands of
(3.5, dollars

Millions of yen (Note 2)
2007 2006 20107
Guarantee amount ¥39 890 — $337.908

21. Subsequent Events:

(1) Appropriations of Retained Earnings
The following appropriation of retained earnings at March 31, 2007 was approved at the Company’s shareholders’ meeting
held on june 27, 2007:

Thousands of

U.s. dollars
Millions of yen (Note 2)

Year-end cash dividends, ¥9.00 ($0.08) per share ¥(11,056) $(93.657)

(2) Unsecured Corporate Bond Issuance
At a Board of Directors' meeting held on May 31, 2007, resolutions were passed 10 issue the Company’s 26th Unsecured
Caorporate Bonds and 27th Unsecured Corporate Bonds, both with a pay-in date of June 20, 2007. Each bond issue has an

" aggregate face value of ¥30,000 million (11$$254,130 thousand), for which payment was received. These issues are outlined

below.
Millions of yen
Apgregale  Aggregate Interest
fuce value  issue value Issue price e Redemption <late Use of funds
26th Unsecured Corporate Bonds (5 vears)  ¥30,000 ¥30,000 Y100 for cach Y100  1.67% per yeur June 20, 2012 To he appropriated
in face value (Bultet redemption for facilities

ar maturity)

27th Unsecured Corporate Bonds (10 years)  ¥30,000 ¥30,000 Y100 for each ¥100  2.05% per year June 20, 2017 To be appropriated
in face value (Bullet redemption for facilities
at maturity)

Thousands of
.8, dollars (Note 2)

Aggregate  Aggregale Interest
face value  issue valoe Issue price rate Redemption date Use of funds
26ih Unsecured Corporate Bonds (3 years)  §254,130  $254.130 Us50.85 for each  1.67% per year June 20, 2012 To be appropriated
US30.83 in face value (Bullet redemption for facitities

ar maturity)

27th Unsecured Corporate Bonds (10 years) $254,130  $254,130 US$0.85 for cach 2.0%% per year June 20, 2017 To be appropriared
US50.85 in face value (Bullet redemption for facilities
at maturity}
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INDEPENDENT AUDITORS' REPORT

To the Board of Directors of
Nippon Yusen Kabushiki Kaisha:

We have audited the accompanying consolidated balance sheet of Nippon Yusen Kabushiki Kaisha
(the "Company") and consolidated subsidiaries (together, the "Group") as of March 31, 2007, and
the related consolidated statements of income, changes in equity, and cash flows for the year
then ended, all expressed in Japanese yen. These consolidated financial statements are the
responsibility of the Company's management. Our responsibility is to express an opinion on
these consolidated financial statements based on our audit. The consclidated balance sheet of
Nippon Yusen Kabushiki Kaisha and subsidiaries as of March 31, 2006, and the related
consolidated statements of income, changes in equity, and cash flows for the two years then
ended were audited by other auditors whose report, dated June 28, 2006, expressed an unqualified
opinion on these statements.

We conducted our audit in accordance with auditing standards generally accepted in Japan.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining,
on 2 test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the consolidated financial position of Nippon Yusen Kabushiki Kaisha and
consolidated subsidiaries as of March 31, 2007, and the consolidated results of their operations
and their cash flows for the year then ended in conforrmty with accounting principles generally
accepted in Japan.

Our audit also comprehended the translation of Japanese yen amounts into U.S. dollar amounts
and, in our opinion, such translation has been made in conformity with the basis stated in

Note 2. Such U.S. dollar amounts are presented solely for the convenience of readers outside
Japan.

Qz@as\m’ ToneAe T eAmaliv

June 27, 2007
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Major Consolidated Subsidiaries and Affiliates

(As of March 31, 2007)

Domestic (Millions of yen) {Millions of yen)
NYI's NYK's
ownership+ Total Paid-in ownership+ Total Paid-in
Company (%) Revenues  assels  capital Company (%) Revenues  assets  capital
LINER CRUISE
NYK Line (Japan) Ll 100 ¥3,64G ¥477 Y100 NYK Cruises Co., Ltd. 100 ¥14,334 ¥15,862  ¥2,000
NYK-Hinode Line, Ltd. 100 37,863 29,016 2,100 ]
Tokyo Senpaku Kaxisha, Ltd, 100 78,453 14,048 1,899 .
i TERMINAL RELATED SERVICES
OTHER SHIPPING Asahi Unyu Kaisha, Lid ¥ 95 ¥12739 ¥9.079  ¥100
Geneq Corporation® 55 15,252 15993 242
Asahi Shipping Co., Ltd. 69.66  ¥7,115 ¥8138  ¥495 Hirokura 97.78 1448 1,173 90
Badak LNG Transport, Inc.*! 23 6,013 998 80 Honma Corporation 91 3963 3,244 50
Camellia Line Co., Lid. 51 6,390 1,495 400 Hoyo Kaiun Sangyo K.K. 100 1,131 1526 100
Geneq Corporation™ 55 15,252 153,993 242 Kaiyo Kogyo Co., Lid. 100 3,878 2919 90
Hachiuma Steamship Co., Ltd. 68,70 14,254 6,796 500 Kaiyo Sangyo Ca,, Lid. 100 306 469 20
Kinkai Yusen Logistics Co., Ltd. 100 19,180 12,901 450 Kanto Eisen Kaisha 64 214 723 10
Kyoei Tanker Co., Lid." 30.01 12916 16,821 2,830 Nagoya Kisen Kaisha, Ltd. 99.65 882 1,198 90
Mitsubishi Ore Transport Naikai Tug Boat Service Co., Ld.  87.09 5476 7,859 98
Co., Ltd ™ 40.93 8887 5756 1,500 Nippon Container Terminals
NYK Global Bulk Corporation 100 90,461 78,720 4,150 Co., Ltd. 51 11,617 6,646 250
NYK LNG Shipmanagement Ltd. 100 285 296 99 Nippon Container Yuso Co.. Ltd, 51 8,200 2,289 250
Qgasawara Kaiun Co., Lid.* 3Q 1,701 3,033 10 Nippon Kaiyosha, Lid, 51.02 3,725 10,650 490
Pacific Maritime Corporation 100 5,256 4,156 50 Nishinihon Kaiun Kaisha, Lid.®? 30 3,286 3,026 30
Shinwa Kaiun Kaisha, Led.* 27 86,814 52,439 8,100 Oita Rinkai Kogyo Co,, Ltd. 60 2,301 1,268 30
Taiheiyo Kaiun Co., Ltd® 22.81 10,568 32463 2,750 Sanyo Kaiji Kaisha, Led.*! 48.61 5,497 9,040 90
Taiheivo Kisen Kaisha, Lid.*' | 32.17 6,739 5824 2100 Tomakomai Kaiun Co., Ltd, 160 1,078 768 40
Transocean LNG Yuso Lid.*! 20 3,153 1,433 95 UNI-X Corporation*? 7817 24,044 14,942 934
yusen Kairiku Unyu Kaisha Ltd.** 67.98 3,026 1,492 30
. Yusen Koun Co., Lid.*? 76 11,365 3,125 100
LOGISTICS
Asahi Unyu Kaisha, Lid.*? 95 ¥12,739 ¥9,079 ¥100 REAL ESTATE
JIT Corporation 100 14234 3,373 490
NYK Logistics (Japan) Co., Lid. 100 2,600 739 100 Meiyu Real Estate Co., Lid.™ 50 ¥334 ¥1,790 ¥225
UNI-X Corporation®* 78.17 24 044 14,942 934 Yokohama Boeki Tatemono Co., Lid. 71,39 597 1,055 215
Yokohama Kyoritsu $oko Co., Lid. 84.88 2,252 2,109 446 Yusen Real Estate Corporation 100 4,827 12,549 450
Yusen Air And Sea Service Co., Lid. 39.88 74,314 49,545 4,301
Yusen Air & Sea Service R
(Chugoku) Co., Lid. 100 623 so 0 OTMERS
Yusen Air & Sea Service Chiba Kaiun Sangyo Co., Ltd. 100 ¥33s  ¥s512 ¥30
{Hokuriku} Co., Ltd. 100 214 190 20 Crystal Sports Club 100 61 951 35
Yusen Air & Sea Service Crystal Yacht Club Inc. 100 4335 245 300
(Kitakunto) Co.. Lid. 80 470 314 50 Daitoh Marine Engineering Co., Lid. 100 2,258 1.236 40
Yusen Air & Sea Service Hikawa Marine Corp. 100 4,278 1422 60
(Kyushu} Co,, Lid. 100 91 458 30 Japan Marine Science Inc. 100 1429 1,049 420
Yusen Air & Sea Service Keshin Dock Co., Lid. e 2,338 1,129 30
(Shinshu) Co., Lid. 90 822 592 56 Marunouchi Pole Star Ltd. 47.13 616 325 50
Yusen Air & Sea Service Monohakobi Technology institute
(Tohokw) Co., Ltd. 100 394 247 30 Co., Lrd. 100 1947 1,260 99
Yusen Air & Sea Service Nippon Cargo Airlines 8398 97013 91,218 30,574
{Tsukuba) Co.. Lid. w0 11z 796 50 Nippon Nezzle Seiki Co., Lid, 5078 1492 1.283 2
Yusen Air & Sea Service Keihin Nippon Yuka Kogyo Co., Lid. 100 1,191 1,188 20
Trans Co., Lid. 90 552 323 36 NYK Accounting Co., Lid. 100 1,697 2018 99
Yusen Air Loginet Co., Ltd. 160 1,369 313 20 NYK Engineering Co,, L. 100 903 1.449 10
Yusen Air Logistics (Hamamatsu) NYK System Research Institure 100 26639 3,771 99
Co., Lud. 100 379 149 20 NYK Trading Corporation 7818 125925 22509 1,246
Yusen Air Logistics (Nagoya} Ryowa Diamond Air Service
Cer., Ltd. 100 1,310 153 20 Co., Lid. 99.17 543 617 50
Yusen Kairiku Unyu Kaisha Lid*? 67.98 3026 1.492 50 Sanyo Navtec Co., Lid, 60 1,191 373 50
Yusen Koun Co., Led.*? 76 11,365 3,125 100
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(Millions of yen)

(Millions of indicated units)

NYK's NYK's
ownership+ Total Paid-in ownership+ Total Paid-in
Company (%) Revenues  assets  capital Company (%) Revenues  assels  capiial
Sanyc Trading Co., Lid. 44.86 7.307 4,987 100 International Car Operators Lud. 100 £6 £2  £0.01
Taiyo Graphic Co., Lkl 100 765 955 106 NYK Bulkship (Asia) Pre. Lid, 100 us$1tS us§128 us$s
Toyo Reefer Co., Lad. 100 456 528 ¢! NYK Bulkship (China) Lid, 100 uK$20  pRElS a3
Unitedd Maritime Ce., L, 100 880 R3L 40 NYK Bulkship (Europe) Lid, 100 us$175  us$32 Us$s
Yokohama Denko (Electric) Co., Lud, 100 1,840 1,242 30 NYK Bulkship (Korea) Co., Lid. 100 Krw10,359KRW 23,744 KRW7.200
Yuser. Cordizal Service Co,, Ltd. 100 2,645 1,289 35 NYK Bulkship (U5} Inc. 100 Us84  us$1B us$1
Yuser Jycho Kaihatsu Co,, Lid. 100 2,560 846 80 NYK Line (Europe) RORO Lid, 100 &5 £12 £0.3
Yusen Naviec Co., Lid, 100 1,117 665 80 NYK LNG Finance Co., Ltd. 100 us$ll | us8233 usS0.01
Yusen Travel Co., Lud, 100 4,759 5,023 270 NYK Reefurs Lid. 100 ¥11,272 ¥15602  ¥4,000
NYK RORO (Thailand) Co., Lid. 100 BR5 B122 B27
Notes: NYK Shipmanagement Pe. Lid. 100 us$20  us$28  Us$0.5
"L Equity-method applicable company Saga Shiphotding (FOM) Lid, 100 ussh  usSd  UsS03
*3 Companies whose operations span multipte divisions $uga Shipholding (Norway} AS. 100 USSR Us$242 UsS6
Straits Auto Logistics 8dn. Bhd.” 40 BRM53  RM35 Ra12
United European Car Carriers BV 30 EU326  EU284 EUG2
Overseas (Millions of indicated units) Zeebrugge Shipping and Bunkering
Company NV, 90 EUG  EU12 EUG.3
NYK's
ownership+ Total  Paid-in s
Company (%) Revenues  assers  capital LOGISTICS
Logistics Alliance (Thailand)
LINER Co., Lul* 20 B766 663 BI30
Lorang France 5.A.5. 100 EU20 kulz  EC0.2
NYK de Mexico, 5.A. de C.V. 100 MXN26 MXN57  MxN12 Mondia Arras $.A.5. 100 EUZ2 Bl ELO.04
NYK Fil-Japan Shipping Corp, 31 PHP292 PRHPBYL O PHPS2 Mondia Anois 5.A.5. 100 £ul EUO EUDOL
NYK Group South Asia Pre Lid, 100 sp§31  spSE6  sp513 Mondia Charleroi S.A. 100 EUL] RS EUl
NYK Information Service Mondia Grenoble 5.4.5. 100 Eul BUO  EUO.04
(Guangzhou) Ltd. 100 cayYY  CHYS  CHY4 Mondia Logistics §.A. 100 5] B2 EU0.2
NYK Line (Australia) Pty Ltd. 100 A$12  a$l7 a$2 Nanhai Business Solutions
NYK Line (Benelux) B.V. 100 EUL0  rud2  E005 Pre Led *¢ 100 sP$2  sp55 sp$0.1
NYK L ne (Canada) [nc. 100 cs5 52 c$0.3 New Wave Logistics (USA) Inc. 100 us8157  ussH3 us$7
NYK L:ne (China) Co., Lid. 100 Us$16  Us$3ds us$2 NYK Auto Carrier {(Thaitand)
NYK Line (Deutschland) GmbH 100 EUI3  HU26 EUl Co., Lid.** 100 1137 BRG B50
NYK Line (Europe) Lid. 100 £29 £26 £2 NYK Logistics & BLL of South
NYK Line (Hong Kong) Lid. 100 Hxk$116 nk$720  HKSSS Africa Pry. Lid. 51 ZARR Zak3  7ARO.4
NYK Line (New Zealand) Lid. 100 Nz$4  Nz$I10 nNz$1 NYK Logistics & Kusuhara Lunka
NYK Line (North America) Inc. 100 us$104  us$69 us$s (Private) Ltd. 55  1KRG9S LKR143 LKR7
NYK Line (Thailand) Co., Lid.** 100 18328 B662 Bl0 NYK Logistics (Americas} Inc. 100 us$777 us8200  us843
NYK Line do Brasil Lida. 100 HRLIS  BRLI7 BRL7 NYK Logistics (Americas) Inc. (INSID) 100 us$lo us$4 us$l
NYK Songkhla Co., L. 60 Bl5 B35 BS NYK Logistics (Asia) Pae., Lid, 100 sP8S5 sp2 5PS1
NYK Sudamerica (Chile) Lida. 100 Cp2,768 CLr9.788  CLp197 NYK Logistics (Australia) Pry, Ltd. 100 AS63  AS1d AST
Pucific Rim Container Depot (8) NYK logistics (Belgium) N.V. 100 EUS6  ERU3d EU19
Pte Led. 100 sp&d se$3 sp$1 NYK Logistics {China) Co., L. 100 CcNY460 cNY214 oNY132
Sun Tav Kee Ltd. 100 HK$4  BKS3  pRS2 NYK Logistics (CIS) Ltd, 100 i3 £1£0.00009
TSK Lire (8) Pte Ltd. 100 §p§7 sp$3  sp$0.4 NYK Logistics (Czech Republic)
Wangfoong Terminal Services Ld, 100 HKSB  HK327  HK$1 5RO, 100 CKB40  cR7I3  CK387
NYK Logistics {Deutschland) GmbH  10¢ EUGA LU4S EL3
OTHEE SHIPPING NYK Logistics (Edam) B.V. 100 EUG EU2  EL0.02
S NYK Logistics (Europe} Ltd. 100 £38 £12 £7
Accessory Plamt Zeebrugge N.V. 100 EUS EU6  EU0.06 NYK Logistics (France} 5.A.8, 160 EUis U39 EUL3
Antwerp Car Processing Center N.V. 100 EUB Eud EL1 NYK Logistics (Fuzhou Bonded
Asia LNG Transport Dua scn, Bhd # 49 us§17  us$57  us$d Zone) Ltd. 100 anly a3 civld
Asit LNG Transport Sdn. Bhd.*! 49 18529 Us§51 us$® NYK Logistics (Hong Kong) Ltd, 100 HK$732 HK3352 HR$116
Combined Terminal Operators N.V. 90 Budl EU3Y EUT NYK Logistics (Hungary) Kft, 100 HUPL746 1HUF433 1UF200
Eminence Bulk Carriers Pte Lid>' 50 us$1l us$33  us$l NYK Logistics (India) L1d. 100 INR36INRE3 INR4
fternational Car Operators NYK Logistics (ltaly) $.P.A. 98 W29 4 EU3
{Benelux) NV 100 U2 EL93  EUO.1 NYK Logistics (Nederlund) B.V. 100 EU24 EL7  EUD.O5
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(Millions of indicated units)

(Millions of indicated units)

NYK’s WYK's
ownership+ Total Paid-in awnership+ Total Paid-in
Company (%6) Revenues  assets  capital Company (%) Revenues  asscls  capital
NYK Logistics (Philippines) Inc. 39 PHP245 PHP270 PHPLIOD CRUISE
NYK Logistics (Polska) Sp.Zo.O. 100 rz47 PL19 (A ] ] )
NYK Logistics (Scandinavia) A5 100 SEKGD  S#K28  SEK7 Crystal Cruises, Inc. 100 1s$255  usS9Y wss0.04
NYK Logistics (Shenzhen) Lid, {Futian) 100 civd  cvd a3 1“‘“‘{“‘“_""“' Cruise Management . o
NYK Logistics (Singapore) Pre Lid. 100 sp837  srS23 - seS0.3 Inﬁf:nlc(?o‘:;f(lmiw Services Lid i% M?J[‘:;i \UC:';S USSS?)B?
NYK Logistics (Tuiwan) Co., L. 51 Tw$389 Twi3dg Tw$147 i . . ) i
NYK Logistics (Thailand) Co., Ltd.  90.2 13,384 12,743 B70
NYK Logistics (UK) Consumer & TERMINAL RELATED SERVICES
Retail Lid. 100 20 £1 £21
NYK Logistics (UK) Ltd. 100 £336 £126 1 Ceres Conmminer Tenminals Europe BV, 100 EU6  EUl02  EU0.2
NYK Logistics INSD (Thailand) NYK Terminals (North America) Inc. 100 us$250  us$257 us$0.001
Co., Ltd. 100 B4l 528 3 NYK Terminals (Taiwan). Inc. 69 Tw$578 Tw$357 Tws150
NYK Logistics Kaisha lberica S.A, 100 Eull W5 EUl Tips Co., Lid.*! 22 11243 Bld432 BI0O
000 NYK Logistics (CIS) 100  RUBI40  RUB38 RUBO.3 Yusen Terminals Inc. 100 us8225 usslzd Us$3
Patrick Autocire Pry Ld.* 20 AS120 ASBd a$3d
PT. Yusen Air & Sea Service OTHERS
Indonesia 80 Us$28 us$9  Us$0.2
PT. NYK New Wave Logistics Hikawa (Singapore) Pte. Ltd. 100 ¥73  ¥102 ¥33
Indonesia 95 us$16  us$d us$l NSRI (1J$SA) Inc. 100 us$i104  us$22 wss0.]
PT. NYK New Wave Warehousing NYK LEuro Finance Plc . 100 EU2 BUG2 EU10
indonesia 100 uss3y  us$lo Uss$s NYK Finance (Cayman} Lid. 100 us$o usS4 us$1
PT, NYK Puninar Logistics NYK FTC (Singapore) Pie. Lid. 100 us$6  Us$E2l us$s
Indonesia 58 Us$9  uUs§19 usslo NYK International (USA) Inc. 100 UsS8 us$i97 Uss2
Yusen Air & Sea Service (Australia) NYK International Plc 100 £2 £52 £20
Pty Lid. 100 323 AS10 a$2 NYK )P Finance, Lid. 100 ¥394 ¥35.907 ¥0.1
Yusen Air & Sea Service (Beijing) NYK US Finance, Ltd. 100 uss38  us$621 uss$0.001
Co., Lid. 75 ciy87  ¢cHY3) a9 YAC International Fe Inc. 100 us$s  us$130us$0.001
Yusen Air & Sea Scrvice (Benelux) YAC International 1ne, 100 ¥68 ¥13,791 ¥0.1
B.V. 100 EU33 EU24 1ul Yusen Travel (Hung Kong) Lid.™ 160 HKS9  HK$24 HKS2
Yusen Air & Sea Service Yusen Travel (Singapore) Pre., Lid*! 100 spSl sp$3  spS0.1
(Canada) Inc, 100 c$14 c$16 85 Yusen Travel (USA) Inc.*? 100 us$l LSSl ussi
Yusen Air & $eq Service (China) Ltd, 100 HK$23  Hx$61  HK$N Notes:
Yusen Alr & Sea Service *1 Equity-method applicable company
(Deutschland) GmbH 100 EU41 EU25 EU4 *3 Equite-method applicable consolidated company
{quiry-met applica pany
Yusen Air & Sea Service (France) . . ) . . L
X 3 Companies whose operations span multiple divisions
'S'A'R'L: L 100 ful3 kul2 kU3 *4 Former name: NYK Shipping Service (Thailand) Co,. Ld.
Yusen Air & Sea Service . New name effective from January 1, 2007
(I-long_Kong) I,Ed. . o 100 HKS$1,402 HKS6Z1  HKSE5S *S Former name: International Car Operators (Benelux) BV.BA.
Yusen A'.r & Sea bcr\'vfe (talia) S.R.1- 100 B9 EU4 Eul New name effective from March 6, 2007.
Yusen Air & Sea Service (Karex) *6 Former name: Nanhai Logistics (Singapore) Pre Lid.
] 6 Forme h i 3 Eap
’CO" “(.j' . L 100 KRW24A55KRW10,348 KRW2,000 New name ¢ffective from Octaber 2, 2006.
Yusen Air & Sea Service *7 Former name: Nationwide Distribution Service (Thaitand} Co., Lid.
(Philippines) Inc. 51 PHP2,482 pHPS11 PHPLSO , o -
New name effective from January 3, 2007
Yusen Air & Seu Service
(Singapore) Pre. Lid. 100 sP36O  sp859  sp$i7 + Includes holdings of subsidiaries
Yusen Air & Sea Service (Taiwan) AS  Australian dellar MXN Mexican peso
Lid. 100 Tw$1.336 TW$760 TwS23 B Thai baht NOK Norway krona
Yusen Air & Sea Service (Thailand) BRL. Brazilian real N7Z§ New Z;-a]und dollar
Co., Lid. 100 12,504 B744 B100 C$  Cunadian Jdollar PHP  Philippine peso
Yusen Air & Sea Service (UK) Lid. 100 £18 8 &1 CHY Chinese yuan p% Polish zloty
Yusen Air & Sea Service (USA) Inc. 100 us$i33  usS63  usSld CK  Czech koruma RM  Malaysian ringgit
Yusen Air & Sea Service (Vietnam) CLP Chilican peso RUB Russian ruble
Co., Ltd. 49 uss13 us§3 ussl EU  Euro SEK  Swedlish krona
Yusen Air & Sea Service HKS Hong Kong dollar SP$  Singaporean dollar
Management (Thailand) Co., Lid. 95 B27 804 110 HUF Hungarian forint TW$ New Taiwan dollar
Yusen Shenda Air & $ea Service INR  Indian rupee USS  U.S dollar
(Shanghai) Lid. 30 CHYS26 CHY153  cuylh KRW Korean won ZAR  South African rand
LKR  8ri Lanka rupee £ Pound sterling
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Directors & Auditors

(As of April 1, 2007)

Chairnian Takao Kusakari
President Kaji Miyahara
Execidive

Vice-Presidents

Yasushi Yamawaki

Minoru Sato

Senior Managing
Corpurate Officers

Takao Manji
Yasumi Kudo

Hiroyuki Shimizu

Hiromitsu Kuramaoto

Hiroshi Sugiura

Managing Corporalte

Offiters

Masamichi Morooka

Shinji Kobayashi

Directors

Tadamasa Ishida
Susumu Kikochi

Motoo Igawa

Managing Corporate

Officers

Naoki Takahata
Masahiro Kato
Yuji Semba

Naoya Tazawa

Makoto Igarashi
Hidenori Hono
Hiroshi Hattori
Tadaaki Naito

Corpurate Officers

Tetsufumi Otsuki
Takatake Naraoka
Toshinori Yamashita
Tsutomu Kikuchi

Tomoyuki Matsubara

Masahiko Fukatsu
Mikitoshi Kai
Wataru Nakamae
Shoji Murakami
Fukashi Sakamoto
Hitoshi Nagasawa
Ian Veitch

Takeshi Matsunaga
Masato Katayama
Yasuyuki Usui
Toshiaki Takeda
Hiroshi Sekine
Hiroshi Hiramzatsu
Susumu Akeno
Tetsuichi Nozaki
Satoshi Akagi
Kenji Mizushima

Peter Keller

Corpcrate Auditors
(Fuli-time)

Kazuhira Kamiya

Shigeru Shimizu

Chtsicle Corporate Auditors

(Par'-time)

Keisuke Kitajima

Tsuyoshi Miyazaki

CHANGES (Effective from June 27, 2007)

Director Candidate

Naoki Takahat

Masahire Kato

Makoto Igarashi

Retiring Directors

Tadamasa [shida
Susumu Kikuchi

Motoo Igawa

Auditor Candidate

Yukio Ozawa

Hidehiko Haru

Retiring Awdditors

Kazuhira Kamiya

Tsuyoshi Miyazaki

Company Information
{As of March 31, 2007)

Company Name
Nippon Yusen Kabushiki Kaisha

Established
September 29, 1885
Paid-in Capital
¥88,531,033,730

Main Activities

1. Marine transportition

2. Land transportation

3. Air transportation

4. Agency business for marine transportation and land trans-
portition

5. Warchousing

6. Harbor transportation

7. Combined transportation by sea, land and air, and agency
business connected therewith

Business relating to marine exploitation and developmem
Sale and purchase of vessels

10, Counselling relating 1o building and repair of vessels and
marine structires

1. Business relating to information on transportation

12, Loans to, guarantees for, and investments in other busi-
nesses than those enumerated herein

13. Sale, purchase and lease of real estate

14, Passession, lease, maintenance and management of marine
leisure facilites

15. Business relating to travel pursuant 1o the Travel Agency
Law

16. Trades and sales of ornamental plants

17. Other undertakings incidental to, or connected with, the
items mentioned above

Employees
Land: 1,279
Head Office
3.2, Marunouchi 2-chome, Chivoda-ku, Tokyo 100-0005, Japan
Mailing Address: C.P.O. Box 1250, Tokyo 100-8613, Japan
+81-3-3284-5151

hitp://www.nyk.com/

Seua: 390 Total: 1,669

Telephone:

Website:
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Investor Information

{As of March 31, 2007)

Fiscal Year

April 1 to March 31

Ordinary General Meeting

The ordinary general meeting of sharcholders is held in June each year.
2007 Ordinary General Meeting: June 27, 2007

Common Stock

Number of authorized shares: 2,983,550,000 shares
Number of issued and outstanding shares: 1,230,188,073 shares

Principal Shareholders

Number of
shares held
(thousands)
The Master Trust Bank of Japan, Lid. (Trust Accounts) 80,892
Japan Trustee Services Bank, Lid. (lTust Accounts) 77,219
State Street Bank and Trust Company 63,858
The Tokio Marine and Fire Insurance Co., Lid. 57,275
The Master Trust Bank of Japan, Lid.
(Mitsubishi Meavy Industries, Limited Account, Retirement Benefit Trust Account) 54,717
Meiji Yasuda Life Insurance Company 38.899
The Bank of Tokyo-Mitsubishi UF), Lid, 36,978
Mizuho Corporate Bank, Lid. 22,867
Japan Trustee Services Bank, Ltd. (Frust Account 4) 21,619
Trust & Custody Services Bank, Ltel, (Trust Accounts) 19,795

Stock Exchange Listings

NYK's shares are listed for trading on the following stock exchanges:
Tokyo, Osaka, Nagova

Custodian of the Register
of Shareholders

Mitsubishi UF] Trust and Banking Corporation
Head Office: 4-5, Marunouchi 1-chome, Chiyoda-ku, Tokyo, Japuan

American Depositary
Receipts

Symbol: NPNYY
CUSIP: 654633304
Exchange: o1C

Ratio (AIDR:shares of common stock): 1:2
Depositary: The Bank of New York
101 Barclay Street, New York, NY 10286, US.A.
Telephone: +1-212-813-2042
Toll-free within the United States: +1-888-269-2377 (+1-883-BNY-ADRS)
Website: htipe//www.adrbny.com

Method of Public Notices

74 NIPPON YUSEN KABUSHIKI KAISHA

The Company's public notices appear in the Nihon Keizai Shimbun, published in Tokyo, Japan.
Owing to the approval of a proposal submitied at the 2007 ordinary general mecting of shareholders
10 amend the Company’s Articles of Incorporation, the Company now distributes its public notices
electronically. However, in the event that ¢lectronic distribution is impossible, due to an accident

or other unavoidable eircumstances, the Company’s public notices will appear in the Nihon Keizai

Shimbun, published in Tokyo, Japan.
Website: htip//www.nyk.com/koukoku/
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